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Wednesday, November 21, 2005

Honorable Mayor and City Commission
City of Huntington Woods, M1

Preface

The City ol Hunlingten Woods Finance department is pleased to present to you the first annual (CAFR)
Comprehensive Annual Financial Report. This report represents a clear and comprehensive view of the
financial health and strength of the City on June 30, 2005. The City Charter as well as the State Statue
mandates that the City prepare a report outlining the financial position of the City and thal the report be
audited by an independent licensed firm of certified public accountants. In doeing so the report is
prepared according to the regulations as set forth by the Governmental Accounting Standards Beard and
the State of Michigan Department of Treasury.

All the schedules, data, text and descriptions contained herein are solely the responsibility of the City of
Huntington Woods Finance Officials and Management. To the greatest extent possible the City must rely
upon its policies and procedures that are in place to define roles and responsibilitics of its financial
managemenl stall. This is critical to maintain and exercise adequate internal control over the entire
tinance department. To the best of our knowledge and belief this data is accurate in all material respects
and is reported in a manner that is fair and consistent. The report includes all disclosures and charts
required to enable the reader to understand the City financial structure from a historical, operating and
administrative perspective.

The advent of Statement No. 34 in 1999 by the (GASB) Governmental Accounting Standards Board
brought significant changes to the format and contents of financial reporling [or public sector units of
government. These slatemenls were developed to assist in comparing units of government as well as
promoting unifermity, and (iscal accountability of each. Prior to this pronouncement, units of
government were only required to repor! [inancial information on a fund level basis. Unfortunately, this
process highlighted the short term financial position of the unil of government and did not provide a
platform by which the long term financial position could be measured. The full accrual government-wide
statements as presented under GASB 34 allows the reader to assess the financial health of a unit of
government in its entirely, with the emphasis on program costs and long term operational objectives.
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Report Organization

The Comprehensive Annual Financial Report was prepared to meet the needs of a broad spectrum of
financial stalement readers and is divided into the following major sections:

Introductory Section — This section inlroduces the reader to the City of Huntington Woods and to this
report. Included is this lelter of transmittal with conlinuing disclosure reporting enhancements, the City’s
organizational chart, a list of principal officials and a fund organization chart.

Financial Section — The independent auditor’s report, management’s discussion and analysis leller,
government-wide financial statements, combined fund financial statements, required supplemental
information and lhe notes to the financial stalements are included herc. These are the City’s basic
financial statements and provide an overview for readers who require less detailed information than is
contained in the balance of this report.

Statistical Section — Although this section conlains substantial financial data, these schedules differ from
financial statements in that they present some non-accounting data, covering more than the current year
and are designed to retlect social and economic data, financial trends and the fiscal capabilities of the
City.

Audit Requirement

The Cily Charter IX § 7, and State Statute require an annual audit of financial records and transaclions of
public sector units of government to be completed by independent certified public accountants at the
close of each [fiscal year. Huntington Woods is in full compliance with this requirement and has recently
received an “ungualified opinion” from Doeren Mayhew Certified Public Accountanls, This exemplary
status lels lhe reader know that the examination of lhe financial records of the City disclosed no
conditions that cause the auditors lo believe that the financial statements arc not fairly slated in all
material respects.

Reporting Entity and Services Provided

The City of Huntington Woods has defined its financial reporting entity in accordance with the
pronouncemenls of the Governmental Accounting Standards Board., The City of Huntington Woods
(City) is defined as; all funds, agencies, commissions, boards and authorities that are controlled and
managed by the Elected Mavor and City Commission.  As of this wriling the City does not have any
component units of government.

The City of Huntington Woods, a municipal corporation, incorporaled in 1927 is a full service urban
municipalily operating in Scutheast Oakland County. This report covers the operations of the City as
relates to all departments and municipal services in its governmental fund structure, including; a full
range of public safety services; sanitation services; recycling services; highway, slreels and sidewalks
maintenance/ROW  Righls-of-way; [lanning, Zoning and building code enforcement services;
Recreational Services and cultural events; and library. Water and Sewer services are provided to the City
under the Enterprise fund utilizing uscer fees as set by the City Commission.



GENERAL

RECREATION

SANITATION

MAJOR AND LOCAL ROAD

G.0. RECAND ROAD DEBT

CAPITAL PLANNING

WATER AND SEWER

EQUIPMENT
POST RETIREMENT

HEALTH CARE BENEFIT

Fund Types and Purposes

PURPQSE - The General Fund is the primary operating fund in
the local unit of Government and is used to account for all
revenues and expenditures and activities not specifically or
statutorily provided for in other funds.

PURPOSE - The Recreation fund accounts for the operalion and
maintenance of City parks as well as the operation of the
recreation deparlment and relaled programs.

PURPQSE - The Sanitation fund accounts for the operation of the
solid waste collection disposal and recycling functions of the city.

PURPOSE - The Major and Local Road Funds are used (1) to
receive all sireet funds paid to cities and villages by the state, (2)
ta account for construction, maintenance, traflic services and snow
and ice control on all streets classified as Local Streets within the
local unit of government (this includes construction done from
money raised by special assessing properly owners for street
improvements), (3} to account for revenue from special
assessment taxes levied for street purposes as provided by Act 51
of the Public Acts of 1951, as amended, (4) to account for money
received from General Fund conlributions.

PURPQSE - These funds are used to record the payment of
interest and principal on long term general obligation debt other
than that pavable from special assessments and debt issued for
and serviced primarily by an Enterprise or Construction Fund.

PURPQSE - This fund is used to account for revenue set aside for
statulory public improvements of a major nalure.

PURPQOSE - This fund is used to record the operations of Lhe
combined water and sewer system, and is considered an
enterprise fund.

PURPQOSE - These funds are used to support Lhe activities of other
funds, such as the equipment fund which is used as a motor pool
to record the rental, and the subsequent depreciation of
equipment, as well as the recording the cost of retiree health care.

Accounting System and Budgetary Controls

Due to the nature of the operations and legal requirements, the accounling of transactions within Lhe
reporling entity is organized on a “fund basis.” This accounting approach assures compliance with
statutory requirements and enables adequale separations between dislincl governmental functions. Each
fund is a distinct, self balancing accounting entity.
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The budget is to be presented to the City Commission each May as required by City Charter. This
document has been prepared in compliance with the regulations set forth under the Uniform Budget Act,
State of Michigan P.A. 621 of 1978. The acl requires that the City of Huntington Woods adopt a balanced
categorical budget where appropriations do not exceed budget revenue. The approprialion/rate resolution
as adopled by the City Commission gives lhe City Manager and/or the Finance Direclor the authority to
creale new funds and activities in order to maintain adequate financial control, and to make changes
between budgetary categories only. Towever, all changes of any type musl be adopted by the City
Commission, and any adjustments that change the total amount appropriated within a fund in its entirely
can only be made by prior consent of the City Commission.

Historical Overview
The City of Huntington Woods is almost exclusively residential. In fact, 98.2% of lhe State Equalized Value
(SEV) of the City is comprised of residential properties. The lack of diversity in its tax base has left the City
with no major industrial or commercial property to share the tax burden of providing the full range of city
services. Structural financial problems began to surface approximately fifty years ago. Despite a relatively
high millage rate, the City was unable to provide for all capital and service needs from its annual budget.
The City founders had left a significant amount of undeveloped public property surrounding the perimeter
of the City. It truly was intended to be the “City in the Woods.” The City, however, began selling the
undeveloped property shortly after World War 11, lo finance needed facilities and satisfy outslanding debt.

In the 1960’s and he early part of the 1970's, the State and Federal Goverrument began to play a role in
municipal operations by providing revenues to equalize tax base inequities. The State Revenue Sharing
program was approved by the State of Michigan, both constitutionally, in 1964, and statutorily, in 1967,
earmarking a share of Stale taxes for cities. In 1974, the U.S. Congress enacted Federal Revenue Sharing,
returning a portion of the income taxes paid by Huntington Woods' residents direclly to the City. From
1970 through 1975, despite receiving additional dollars [rom the state and lederal governments, the City
experienced operational deficits and was forced to borrow funds on three occasions to meet annual budget
obligations. The Cily population, which was the basis for calculating revenue received from the state and
federal governments, peaked in the 1960 census. The City populalion has been declining ever since.
Despite the fact that the City was fully developed by 1970, thereby resulting in a stagnant lax base, annual
increases in State Equalized Value (SEV) provided sufficient annual revenue growth. In 1978, though, the
Ileadiee Amendment to the Michigan Constitution began to limit the annual increase in properly taxes
received by the City to the rate of inflation or Consumer Price Index {CPI). Shortly thereafter, City revenue
was further reduced by a significant population loss identified in the 1980 census. The City had no cash
reserves and experienced operating deficils from 1980 to 1983. In 1984, the City modified its fiscal year by
changing the date of tax colleclions. This led to a one-time infusion of approximately one million dollars
($1,000,000) and Look the City from a deficil to a surplus position based upon the six-month fiscal year and
accelerated tax collections.

In 1986, the federal government, facing its own deficits, eliminated Federal Revenue Sharing, From 1970 to
1990, the Cily experienced a budget surplus in only seven fiscal years. An analysis of overall financial
health of the City, compleled in 1990, indicated that the City faced the following problems:

. There were no capital reserves to replace an aging infrastructure including water mains, storm and
sanitary sewers and roads, most of which were inslalled in the 1920’s.

. Employee post retirement benelits were unfunded or under-funded.

. A loss of 7% % of the City’s population in the1990 Census resulted in an additional loss of state
shared revenue.

* Deficits existed in the City’s three major operating funds.

. A crisis in sanitation costs due to projections that Qakland County landfills would fill by 2005

produced a dramatic increase in trash disposal costs.
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[n 1991, the City adopted a fiscal rebuilding plan. The plan included a voter- approved 1.85 millage
increase. The 1.85 request to voters was a compromise by the City Commission in response to the City
Manager's recommendation of a 3.5 mil increase. The City Manager believed a higher increase was
necessary lo operate the City with the same level of services and meet long-term unfunded obligations. The
compromise was meant to provide a stable revenue source for city operations, vet required additional
attempls to reduce operating costs. One such atlempt was a Public Safety Consolidation Study completed
in cooperation with the City of Berkley in 1994. While the consolidation of the two cities’ police and fire
departments would have saved in excess of one million dollars ($1,000,000) per year, the consolidation did
not happen because neither city found it politically acceptable,

Also, in 1994, the state government froze property tax assessments to allow an opportunity to resolve
complex school financing issues. [nequities in school financing had created extracrdinary gaps in per-pupil
spending between school districls with wealthy tax bases and districts with low per-pupil tax bases. That

same year, Michigan voters approved Proposal A, which cut school property taxes and shifted the burden
Lo the sales tax.

Proposal A, however, also implemented changes in the property tax system including reduced annual tax
revenue himits for cities. Proposal A requires that the taxable value of a home is annually capped at the rate
of inflation, Conswmer Price Index (CPI) or 5%, whichever is less. When a home changes ownership, the
taxable value cap is removed and the value used for property tax purposes becomes the State Equalized
Value (SEV), which is 50% of true cash value. There is a popular misconception that the ownership change
and resulting higher property laxes provide additional revenue for the Cily. The Cily receives absolutely
no increased revenue from the property’s transfer of ownership. This is because state taw limits aggregate
property lax revenue from the existing tax base to the CPL The City is required to annually reduce the
millage to certify that property tax collections do not exceed inflation. This complex system becomes more
problematic if the rate of inflation exceeds 5%.

In 1996, the state legislature modified the formula used to distribute state revenue sharing. The legislature
believed that the City of Detroit was receiving more than its fair share of state revenue under the formula.
Because political power had shifted from urbanized southeastern Michigan to western Michigan and out-
state areas, the Senate and Housc of Representatives enacted changes in revenue sharing distribution.
These changes favor rural areas. The new revenue sharing [ormula reduced appropriations to older, fully
developed cities with high tax rates and redistribuled the funds to growing and rural townships of the
State with generally low local tax efforts. The new revenue sharing formula sunsels in 2007.

The new formula is being phased in over a ten-year
period and has adversely impacled the City by reducing
the amount of revenues reccived (rom the State. Further
compounding state shared revenue losses, is the fact
thal, in the 2000 census, the Cily lost an additional 4%
of its population. Also, in 2007, 2002 and 2003, the State,
n addressing the implications of a slow economy and
increasing state deficils, reduced the amount of money
allocated to lhe state revenue sharing distribution
formula. The combinalion of a slow economy, a new

Chart 1: Employment by Occupation
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In the 1590°s, the City met the financial goals and objectives it adopted in 1991. [t began rcbuilding an
aging infrastructure, adequately funding post retirement reserves, and moving from a general fund deficit
in 1980 to cash reserves cof approximately 51.3 million dollars in 2000. The cash reserves have allowed the
City to weather a short-term financial downfall. A two- to three-year recession, reducing city revenues,
could be eased by the cash reserves or “rainy day fund.” In light of current trends and the downturn in the
economy, these revenues are insufficient to sustain the City. The numerous changes to slate law included
in Proposal A, when compounded with the changes in revenue sharing, have limited and reduced the
City’s revenues well into the future. The City’s revenue limits and reductions are now structural in nature,
and not short term.

In conclusion, both Federal and State policies of the past two decades have required cities to become
increasingly dependent on local property taxes, while the State has limited property taxes to the rate of
intlation. Hunlinglon Woods, a small community with a residential tax base, will be unable to sustain the
current level of municipal spending based on the current revenue structure. Changes are mandatory.

Demographics and Local Government Structure

The City of Huntington Woods was incorporated in 1927 as a full service municipality located in the S.E.
Corner of Qakland County, Michigan. The city is approximately 1.5 square miles in with a 2000 census
population of 6151. The City has no industrial or light industrial base whatsoever. Oakland County
Assessing department placed the Cily’s (SEV) Slale Equalized Value in 2004 at 289,500,000. The Cily
Charter as adopted causes the City to operate under a Council-Manager form of government. The City
Commission is comprised of a 5 members whom are elected at large for two and three year staggered
terms. The City Commission is responsible for the appointment of the City Manager, Attorney and Chief
of Police, and for approving of the appointment of the City Treasurer and City Clerk. The Commission is
also responsible for enacting a set of ordinances which govern the operation of the city, as well as
additional resolutions and regulations as allowed by an incorporated municipality under the home rule
cities P.A 279 of 1909. The City Manager is appointed by the City Commission and works at their pleasure,
the Manager may hire department personnel at his discretion in order for effective operation of all city
departments.

The City of THuntington Wooeds is entirely developed. Currently, less than % of 1% of the urban lots in
Huntington Woods remains undeveloped.  The vast

majority of the housing slock in IHuntington Woods is Chart 2: Educational Attainment
comprised of single family residential properties. The City
has for the last bwo decades been in a no growth condition,
with the cxception of the current propensity for the
redevelopment of residential single family structures.

The City of TTuntington Woods, Michigan, like other
municipalilies, has its own unique demographics, culture
and municipal service mix. The City has remained, for
several decades, an extremely desirable residential
community within the greater Detroit metropolitan area.

As seen in Chart 1 below, lhe Cily boasts a relatively high O Mo High Scraoal Biploma B Higr School Gragusle or Equivalency
population of residents employed in management, D Seme Calege it Degizes Dassociate Degree
D Bacheicr's Degres M Giaduate or Professional Degies

professional and related occupalions. Moreover, the City’s
median household income of $92,130 is among the highest Mo 13t 1S ¢ iis Haran 26
in Oakland Coun[y, =pulataen 25 woaes wnd as et
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Other Oakland County communities also have populalions that are generally affluent and educated, but Huntington
Woods dilfers from these in some important respects. The City itself is nol typical of the new, burgeoning suburban
communities that comprise much of Oakland County. In contrast, much of the east side of the City was developed in
the 1920s, and the west side in the 1940s. The housing stock ranges from large Tudor and brick colonial homes to
smaller bungalows and ranches. Moreover, the City is physically structured as a “small town”, as opposed to the
sprawling, impersonal persona of many suburbs. Within this struclure, the “small town” feel and related community
amenitics arc readily apparent. Service levels are very high and include significant investment in amenities geared
toward community-related cultural and activity-based services. Community involvement is also high with significant
parlicipation in committee work pertaining te municipal governance and policymaking. Essentially, a large number of
residents embrace Lhe City for the unique

sense of community, and related values Chart 3: Residential Vaiue
that have developed.

B50%

Not unexpectedly, service demand in
Huntington Woods is extremely high. As
later detailed in this report, residents cnjoy
a number of services that are unknown or
infrequently provided in other
communities. Olher more common services
are provided at a much higher level in
Huntington. Woods. Though it can’t be
quantified, it is highly likely that these
services tend to make Huntington Woods
more desirable to prospective property W7
owners, thus providing a residual value to

cxisting owners. As seen in Chart 3, Qo
property values are relatively high, and
most listed properties sell within a fairly
short time period. B 5200.000-5299 999 E1S300,000-5499,999 MS500.000-5999.999 £1$1.000.000 of more

Sonree i TS Census Bugean 2
NEdian vatlne i 2o dallaes b 8245 i
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Current Projects and Major Initiatives

1. The City of Huntington Woods resident passed a new millage in 2003, which called for an over-ride of Lhe
Headlee Amendment back lo lhe criginal 20 mill limit. The over-ride proved to be net a moment too soon, as
major reduclions in State Shared Revenue as well as property taxes due to the impact of 1993 Proposal A
served to diminish the City’s revenue stream significantly. The City has taken major initialives to implement
the objectives of the Ad Tloc Operational and Financial Report. The goal was to reduce the reliance on
unappropriated fund excess pul aside during the 1990's. The chart below illustrates the reductions in fund
equity that resulted in the millage initiative.

PROJECTED CITY DEFICITS - GENERAL FUND
FISCAL YEARS 2002-2007 {PRIOR TO THE MILLAGE OVER-RIDE VOTE)}

Fiscal Year 2001-02 2002-03 2003-04 2004-05 2005-06 2006-07
REVENUES % 4,715,398 |5 4,885,792 |5 4967353 [ 5,037,868 |$ 5,146,788 |$ 5,236,850
EXPENDITURES 4,843,098 5,132,365 5,286,336 5,455,453 5,046,441 5,827,127
PROJECTED

DEFICIT (127,700) {246,573) (318,983 (397,631) (499,653) {590,277}




The AD Hoc committee’s recommendations (in shortened form) are as follows:

Modify the existing Library policy related to the rental of library facililies. The Library currently offers room
rentals lo non-profil organizations only. The fees charged are nominal. Examples include baby showers,
privale receptions, etc. The rental fees sheuld be increased to be competitive with other cities and private
facilities. The fee structure should include a deposit for maintenance of the facility and offset expenses refated
lo wear and tear.

Reduce the current hours of operation by five hours per week, which, in lurn, reduces expenses by $6,000 per
year. The actual hours to be climinated should be determined by the Library Advisory Board. The
subcommittee recommends that Sunday hours be maintained.

Maintain the existing level of fees {or items such as overdue books, computer paper, ete. The resulting increase
from modifying these fees is nominal. The subcommittee believes that the fee structure is appropriate at this
time, but should be reviewed by the Library Board on a periodic basis for potential modifications.

Market he Huntington Woods Library to the City of Pleasant Ridge to regain the annual service contract
currenlly held by the City of Royal Oak and set to expire in 2005.

Enforce an annual $40.00 service fee for non-resident households that participale in recreation programs. This
fee was implemented in 1998 to equalize the tax burden borne by Huntington Woods residents for newly
conslructed facilities, The fee is charged to residents of the Royal Oak section of Huntington Woods in an
amount equal to the debt paid by each resident household for the expansion of the Recreation Center and new
swimming pool. This fee has been overlooked in recent years and has not been consistently charged.

Extend Recreation Center hours of operation to accommodale late evening and weekend morning indoor
sports leagues. The Recreation Center is currently receiving requests [rom potential outside users for the
expanded hours. There is currently one adult cvening recreation program comprised predominantly of
nonresidents. This recommendation would expand such use and increase revenue. The additional expense for
the increase in hours and additional wear and tear on the facility should be built into the fee structure. The
potential net revenue from the expansion of hours is approximalely $12,000 per year.

Reduce the early payment incentive for seasonal swim passes from 6 guest passes to 3. The City currently
offers an incentive to early purchasers of a seasonal swim pass. Residents are granted 6 free guest swim passes
if they purchase their swim passes before the end of May. Reducing the incentive le 3 free passes per season
could generate up to 57,000 in additional revenue.

Sell “late-season” pool passes to non-residents living in the Berkley School District. The passes would allow
additional revenue to be generated during a time when the utilization of the pool is typically low. The actual
pricing, and decision to implement these passes, should be made by the Recrealion Advisory Board. Ils
decision to implement should be determined on an annual basis depending on the volume of season passes
sold to residents. The nonresident passes could generate annual pool revenue of $12,000.

Modify the existing recreation cenler room rental policy. The current policy excludes potential users because of
limits on lead-time for room rental. The current policy does not allow room reservations beyond six {(6) months
in advance. The Subcommittee recommends that the Recreation Advisory Board revise the policy to at least
one year to increase utilization ol the facilities and generate income.

Expand program offerings and set program user fees competitively. The Recreation Department is currently
subsidized in part by lhe General Fund. User fees offset 70% of the recreation department’s expenses
{excluding debt); lhe remaining 30% is covered by the General Fund. While user fecs cover a high percentage
of the Recrealion Department’s expenses, the Subcommittee believes lhat the recreation department should
maximize the revenue potential of the facilitics and programs.
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The Committec does not recommend a policy requiring that all recrealion classes and programs become self-
sufficient from user fees. The availability of facilities and variety of offerings represent a value to taxpayers.
Many recreation classes and programs do nol break even upon introduction but later become self-sufficient. A
general fund subsidy for the Recreation Department is acceptable and supported.

The study produced no significant findings to improve the efficiency of current operations. Personnel levels
cannot be reduced because the City must mect mandated fire response manpower minimums. The Committee
concluded that the Department is well managed and offers a level of public safety excceding that of
neighboring communities.

The Committee recommends that the Commission authorize the City Manager to pursue and annually update
the feasibility of consolidation of the Department with a neighboring City if a consolidation or outsourcing
agreement will reduce costs and maintain the current level of public safety services.

The Cily should eliminate the U.S. Postal Service (U.S.P.S.) subslation service al City Hall upon the retirement
of the current Postmasler, unless the U.S.P.S. significantly increases the annual subsidy of $17,000. Eliminating
postal services (used equally by residents and non-residents) will produce a General Fund saving of $46,773.

The Committee accepls the recommendation of Rehmann Robson to re-allocate specific administrative cosls
from the General Fund to the Waler/Sewer Fund. The shift will produce a General Fund savings of $37,677.

The Building/Planning Department should be totally self-sufficient with user/permit fees covering direct City
cosls of all inspections and planning and review fees, including salaries and benefits. This will require raising
all fees by an average of 8%% to cover a shortfall of approximately $13,000.

The Woodward Dream Cruise should remain unsubsidized, with sponsorships/donors/product sales
covering all direct cosls of the City.

Legal expenses are high when compared to comparably sized cities with similar legal issues. The Committee
recommends that the City seek alternatives to the current legal scrvices arrangement. Alternatives include a
Requesl for Proposals from oulside firms or sharing a full-time city attorney wilh another city. The City could
reduce its legal bills approximately $50,000 annually through consolidation.

While it will place a burden on City employees, costs can be reduced by eliminating the private custodial
services under contract for the Library, City Hall, Public Safety and Public Services Buildings.

The City receives modest financial support from civic organizations for the annual 4th of July festivities. The
nel cost to City taxpavers is 512,000 - $15,000 per year. The Committee believes that the annual event,
including fireworks, adds to the character and lradition of the City and does not recommend change.

Elected and appointed officials are currenlly allowed by City policy to attend one national and one state
conference per year of their respective professional associations. The Committee recommends that all such
expenses be capped annually te $1,500.00 per person.

Despite 4 major health insurance policy changes in the past decade, employee health care costs have
experienced the highest rate of annual increase in City expenditures. Retiree health care costs have been pre-
funded since 1992, but remain a growing long-term liability. The Commitlee recommends the following:

1. The Cily accelerate pre-funding healthcare costs for retirees, The [unding should be based on an
actuarial study and resulling annual cost commitmeni.

2. The City negotiate higher deductibles and /or premium cost sharing with City employees and relirees.

3. The Cily retain a health insurance consultant to recommend cost effective prescription drug benefits.

The Committee does not recommend reducing the City's modest support of social service agencies, including
Youth Assistance, Common Ground, Haven, and the Tri-Community Coalilien. Funding support for all
discretionary social programs totals only $9,000 per year.
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* Request the Environmental Advisory Committee to consider policies encouraging increased participation in
trash-recycling programs. While mandatory recycling laws could save up to $50,000 dollars per vear, the

Committee recommends more aggressive programs and policies to increasc voluntary recycling, prior to
consideration of a mandated program.

* The Committee recommends that the City's current method of depreciating capital cquipment and major

expenditures, by reserving funds in a designated 5-year, annually updated capital planning fund, be
continued.

* The City musi aggressively pursue the City of Detroit to pay an annual service fee for police and fire
protection and related public services provided to the Detroit Zoo.

* The City should explore the crealion a community foundation to generate long-term funding resources for
local investment,

*  The Committee recommends Lhat a millage be placed before Huntington Woods voters in November 2003, The
formal recommendalion is to authorize the Cily to reinstate the current City Charter maximum operating
millage rate of 20 mills effective July 1, 2004. To accomplish this, a new provision must be added to the City
Charler limiting and capping the maximum annual City millage increase to % of 1 mil.

* The Commiltee recommends that a form of the Ad Hoc Operational and Financial Analysis Committee be
permanently eslablished as a budget and audil advisory committee of the Cily. Seven (7) members from the
current Committee should be appointed and divided into one (1), two (2) and three (3} year terms and follow
rotational policies of other advisory committees.

Ad Hoc Committee Process and Analysis

The Cominittee has recommended a series of cost reductions for the City, which if accepted in its entirety, could
produce a long-term reduclion in General Fund annual spending of approximately $225,000. Hlowever, many of the
recommendations will not show immediate reductions in City spending. In addition to the recommended cost and
service reductions, the Committee has recommended a series of increased user fees, which will provide additional
revenues to offset the cost of specific City services. Despite the combination of service and cost reductions and
increased user fees, the Cily’s budget will remain in a deficit position due to reductions of property taxes and state
shared revenues. The City must also deal with the impacl of inflation. The Committee does not wish to address the
deficit entirely through further reductions of services or by cutting capital investments. The City has no alternative but
to pursue additional revenue through an increase in taxation.

The Subcommittee explored many options to provide a reasonable increase in General Fund revenue. The
Subcommiltee considered shifting from a property tax to an income tax. The shift presenied a number of advantages,
including reducing the burden on senior citizens and people on fixed incomes. However, the Subcommittee concluded
that the negative aspects of an income tax far outweighed the positive. An income-based tax may detrimentally affecl
the community by reducing the desirability of the City to higher income households.

The Subcommittee also explored the option of a temporary property tax increase. A lemporary tax increase would
force the City to accept specific Committee recommendations and explore additional long term cost cutting proposals.
A temporary tax would also allow additional levels of resident participation in the future by forcing the City to
communicate its operational and financial needs in a tax renewal vote. TTowever, the lemporary tax was rejected. The
City presently maintains an excellent bond rating from Moody’s and Standard and Poors (AA+). If a financial rating
agency sees a decline in Cily revenue at a specific point, the City’s bond rating may suffer and related borrowing costs
for infrastruchure may increase.

The Subcommittee also concluded that the City and ils taxpayers generally communicate well due to the small size and
unique character of the City. The Subcommittee believes Lhat il is in the best interest of taxpayers to provide a long-
term financial solution to maintain City services and capilal inveslmenls, yel not significantly increase taxes.
Continued forcing of cost reductions could be accomplished by a property tax increase which is gradual and limited in
struclure. A gradual property tax increase provides the City with a means of coping with inflation while continuing to
pursue long-term alternatives, as presenled in the Committee recommendations.
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The Huntington Woods City Charter was adopted in 1932. 1t provided an ad valorem property tax rate not to exceed
20 mills ($20 per $1,000 of taxable valuation). The 20 mills have been reduced by the Headlee Amendment and
Proposal A, which were extensively discussed in the introduction of this Report. The Committee recommends that
Huntington Woods taxpayers re-instate the City Charter autherized millage limit of 20 mills. This is allowed by
Headlee, however, he Committee also recommends that a limilation be added to the proposal that would cap the
maximum increase of the property tax rate in any given year to .5 mills, or }2 of 1 mil. A half mil would generatc an
additional $145,000.00 in fiscal 2004-2005. On average, each household will pay an additional $36.00 per ycar in
property taxes. The properly tax increase is intentionally insufficient to balance the City’s budget in fiscal years 2004-
2005, 2005-2006 or 2006-2007. This insufficiency would force additional cost and service reductions. By requiring the
City to make such reductions and draw down its "rainy day” fund in the early years of the property tax increase, it will
force additional savings both short and long term. Because the %2 mil increase is compounded annually, the City will
have sufficient long-term revenue to keep up with inflation and continue to replace and update the City's
infrastructure.

It is important to nole that reinstating the 20 mil City Charter millage limit does not allow the Cily to spread the full 20
mills at any time. Beginning in 2004, the City’s Charter limit will continue to be reduced through the Headlee
Amendment and Proposal A. Each year the cap is reduced. Beginning in 2004, however, the City would be allowed to
increase the previous year's lotal operating millage rate by an amount not to exceed '2 of 1 mil. The tax increase
proposal will remain in effect only until the annual reduction from 20 mills mandated by the Headlee Amendment and
the increase from the current operating rate of 13.8771 (increased by 1/2 of 1 mil per year) meet. At an indeterminate
dale in the future, the City Commission will be unable to levy any additional property tax increase unless approved by
voters. This date is indeterminate since we cannot project the Consumer Price Index (CPI), which triggers the annual
property tax rate reduction.

In approximately twelve vears, the City will be debt free. The Recreation Center/Pool and the Street/ Sewer and
Water Main Replacement Bonds will be paid off. The Committee recommends no additional voted debt until the City
becomes dcebt free, The City will, however, be able lo borrow against the annual millage increase of ¥ of 1 mil. The
new millage should generate sufficient revenue by 2007 to allow borrowing for specific capital improvements,
including roads. There may be specific cases where City debt must be authorized. An example is the major cost to
rebuild Eleven Mile Road within the next five years. Allowing the Cily to borrow against the millage increase should
satisfy these needs. Tables 3 and 4 demonstrate how the proposed property tax increase will impact typical Huntington
Woods houscholds over the course of the next five years and provides a detailed analysis of tax rate calculations.

It is important to point out that, under current law, beginning in 2003 and thereafter, property taxcs paid for City
operations will begin to annually decline for the typical homeowner. This is due lo the long-term dynamic of Proposal
A that caps annual increases in property assessments and simultancously reduces the millage rate. Based on the now
significanl difference between Taxable Value and State Equalized Value (SEV), annual home sales force a reduction in
the millage rate since lhe assessment cap is removed upon sale. The millage rate will annually be reduced by a
percentage exceeding the average increase in taxable value. While the framers of Proposal A did not realize it would
aclually reduce property laxes, the consequence has begun. Proposal A has shifled a significant amount of property
taxes [rom long cstablished homeowners to recent home purchasers. This is especially true in Huntington Woods
where residential home values have increased by far more than the rate of inflation since ’roposal A was adopted in
1994.

The proposed 1/2 of 1 mil annual increase will negate the property tax reduction and increase the typical annual city
property tax bill by approximately 3 1/2 percenl per year. It is equally important to note that the Commiliee
recommends a maximum property lax increase of up to ¥ of 1 mil per year. The actual levy may be smaller in any
given year. Historically, the City has generally levied all authorized properly taxes. We believe that elected and
appointed officials have been, and will continue to be, respensible and responsive to economic realities.

2. The City of Huntington Woods is preparing specification on the Eleven Mile Road Project which is now being
engineered. This major project will result in the entire reconstruction of the roadway and underground
infrastructure of the Eleven Mile road corridor in the Cily. The cost of the project will be 2.75 million dollars.
Jt is anticipated that federal grants will pay for 75 to 80 % of the project. The remaining fund will be
appropriated from the Enterprise fund (Waler and Sewer) that will significantly pay for the new underground
struclures.
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3. The City of Tluntington Weods is preparing information via our health insurance providers and actuaries in an
effort to fully comply with he provisions of GASB 43 and 45, which will require the Cily to disclose the cost of
the actuarially determined liability which will be due and payable to current employees upon retirement. The
City 1s looking at numerous ways lhrough collective bargaining of reducing this liability by funding this cost
through payroll deduclion means.
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* Major funds under GASB Number 34.
** Presented as a major fund at the City's discretion.
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DOEREN MAYHEW

Certified Public Accountants and Consultants

Independent Auditor's Report

To the Henorable Mayor and Members of the City Commission
of the City of Huntington Woods, Michigan

We have audited the accompanying basic financial statements of the governmental activilies, the business-type
activities, each major fund and the aggregate remaining fund information of the City of Huntington Woods, Michigan
as of June 30, 2005, and for the year then ended which coflectively comprise the City’s basic financial statements as
listed in the table of contents. These financial statemenls are the responsibility of the City of Huntington Woods,
Michigan's management. Qur respounsibility is to express an opinion on these basic financial statemeuts based on our
audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to cbtain reasonable
assurance about whether the basic financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the basic financial slatements. An
audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall basic financial statement presenlation. We believe that our audit provides a reasonable basis for
our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, cach major fund and the aggregate
remaining fund information of the City of Huntington Woods, Michigan as of June 30, 2005, and the respective
changes in financial position and cash flows where applicable, thereof for the year then ended in conformity with
accounting principles gencrally accepted in the United States of America,

In accordance with Government Auditing Standards, we have also issued our report daled Qctober 31, 2005 on our
consideration of the City of  Tuntington Woods, Michigan’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and cother matters, The
purpose of that report is to describe Lhe scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with GCovernment Auditing Standards
and should be considered in assessing the results of our audit.
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DOEREN MAYHEW

The management’s discussion and analysis and budgetary comparison information on pages 3 through 8 and 3%
through 42 are not a required part of the basic financial statemenis but are supplementary information required by
accounting principles generally accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management, regarding the methods of measurement and presentation of
the required supplemental information. However, we did not audit the information and express no opinion on it.

Our audit was performed for the purpose of forming an opinion on the financial statements that collectively comprise
the City of Huntington Woods, Michigan's basic financial statements. The introductory section, combining and
individual non-major fund financial statements and the accompanying financial information listed as supporting
schedules in the table of contents is presented for purposes of additional analysis and is not a required part of the basic
financial statements of the City of Huntington Woods, Michigan. Such information has been subjecled to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, is fairly presented in all material
respecls in relation to the basic financial statemends taken as a whole. The statistical section on pages 49 through 67 is
not a required part of the basic financial statements, and we did not audit and do not express an opinion on such

information.

DOEREN MAYHEW

Qctober 31, 2005
Troy, Michigan
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City of Huntington Woods, Michigan
Management’s Discussion and Analysis

The City of Huntington Woods, Michigan’s (the “City”) management discussion and analysis (MD&A) is designed to
provide an objective and casy to read analysis of the City’s financial activities based on current information and facts.
The MD&A is intended to serve as an introduction lo the City’s basic financial statemenls. This information is
designed to assist the reader in [ocusing on significant financial issues, provide an overview of the Cily’s financial
activity, identify changes in the City’s financial position (its ability to address the next and subsequenl vears’
challenges), identify significant variances from the approved budget, and identify individual fund issues.

Overview of the Financial Statements

The City’s annual report follows a prescribed format in accordance wilh the requirements of all Governmental
Accounting Standards Board Statements, as well as Generally Accepted Accounting Principles.

Within the financial section of this comprchensive annual financial report are four major parts: (1) management'’s
discussion and analysis, (2) lhe basic financial statements, (3) required supplemental information, and {4) cther
supplemental information that presents combining statements for non-major governmental, internal service and
agency funds. The basic financial statements include two kinds of statements that present different views of the City.
The first two statements are government-wide financial statements that provide both long-term and short-lerm
information about the City’s overall financial conditien. The remaining statements are presented on a fund level basis
that focuses on individual parts of the City's government, reporting its operations in more detail than the government-
wide statements.

The information contained within this MD&A is only a compenent of the entire [inancial statements. Readers are
encouraged to read it in conjunction with the transmittal letter found on pages IV through XV, and the City’s financial
statement and notes which begin on page 9.

Government-wide Statements

The government-wide statements report information about the City as a whole, using accounting methods similar to
those used by private sector, and are therefore prepared using the accrual basis of accounting. These slatements
provide a lenger-term view of the City’s finances and whether taxpayers have funded the full cost of providing
governmenial services. The first two statements are governmenl-wide financial statements and include the following:

e The statement of net assets presents information pertaining to all of the City’s assets and liabilities, with the
difference between lhe lwo reported as net assets. Over time, increases and decreases in net assets will serve
as a useful indicalor of whether the financial position of the Cily is improving or deteriorating.

» The statement of activities accounts for all of Lthe current year’s revenues and expenses regardless ol when cash
is received or paid. Thus, revenucs and expenses are reported in this statement for some items that will result
in cash inflow or outflow in future fiscal periods. The primary purpose of this statement is to highlight the
relative cost of providing services to the Cily's residents and the net impact of these services on total net asscts.

Both of the government-wide financial statements distinguish functions of the City Lhat are primarily supported by
taxes and intergovernmental revenues (governmental activilies) or from other functions that are intended Lo recover ail
or a significant portion of their cosis through user fees and charges (business-type activitics). The governmental
activities of the City include legislative, general government, public safety, public works, library, building and
planning, cullure and recreation. The business-type activity of the City includes the water distribution and scewer-
disposal system.



City of Huntington Woods, Michigan
Management’s Discussion and Analysis, continued

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources thal have been segregated for
specific activilies or objectives. Fund level financial statements report the City’s operations in more detail than the
government-wide financial statements. The City uses fund accounting to comply with finance-related legal
requirements. The City’s three fund financial statements include the [ollowing:

* Governmenlal funds — Most of the City’s basic services are included in governmental funds, which focus on
how cash and other financial assets can readily be converted to cash flow and the fund balances remaining at
the end of the year end that are available for spending. The government fund statements provide a detailed
short-term view that helps lhe reader delermine the amounl of {inancial resources that can be spent in the near
fulure to [inance the City’s programs.

The City maintains three major individual governmental funds. Information is presenled separalely in the
governmental fund balance sheet and in the governmental fund statement of revenuces, expenditures, and
changes in fund balances for the General fund, Sanitation fund and the Recreation fund. The City's seven non-
major governmental funds are combined inlo a single stalement, individual [und data [or each of these funds
is provided as combining statements in the section entitled “Other Supplemental Information”. The non-major
governmental funds include Major Streel fund, Local Streel fund, Capital Planning fund, Debt Service fund,
Street Debt Service fund, GWK Debt fund and the Capital Projects fund.

» Proprietary funds — Services for which the City charges customers a fee are generally reported in proprietary
funds. Proprietary funds, like government-wide statements, provide both long-lerm and shert-lerm financial
information. The City uses two types of proprictary funds: the Water and Sewer fund is an enterprise fund,
which charges residents usage fees. The other proprietary fund type is internal service funds, of which the
City has three, which are used to report activities that provide services to the other City funds and activilies,
typically covered by charges to other City departments. Individual financial statements are presented for each
fund in the section entitled “Other Supplemental Information”. The activities of the internal service funds are
eliminated in the governmenl-wide statements to avoid duplicate reporting of revenues and expenses. The
internal service funds include the Equipment fund, Retirement Benefits fund and the Health Insurance fund.

» Fiduciary (unds - Agency funds are used to account for assels held by the City as an agent for individuals,
private organizations, other governmenls and/or other funds. These funds are custodial in nature (assets
equals liabilities) and do not involve measurement of results of operations. The City is responsible for
cnsuring that the assets reported in these funds are used for their intended purposes. These activities are
excluded from the City’s government-wide financial statements because the City cannot use these assets to
finance ils operalions. However, these amounts may be appropriated lo the Capital Planning Fund for use at
the discretion of the City Commission.

Notes to the Financial Statements

The noles lo the financial statements provide additional information that is essential to a full understanding of the data
proevided in the governmental-wide and fund financial statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report also presents certain required
supplemental information. This information includes budgetary comparisens for the City’s General fund, Sanitation
fund and Recreation fund. Following the required supplemental information is a section containing other
supplemental information. This includes combining statements for the City's non-major governmental funds, internal
service funds and fiduciary funds. Immediately following the supplemental information is a statistical section, which
provides certain information pertaining to general government revenues, expenditures, tax reveniues and collections,
demographic, and other statistical information.
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City of Huntington Woods, Michigan
Management’s Discussion and Analysis, continued

Budgetary Basis of Recording: Major Governmental Funds

Actual results of the general fund versus its budget as established and amended by the City Commission revealed a
positive difference of 586,859, The City reduced its reliance on fund balance as a means of balancing the budget as it
was budgeled Lo use $233,814 of fund balance during the fiscal year, while actual results reported using only $146,953.
The City spent the entire amended budget, as evidenced by a $215 overage in our appropriations. This small margin
may become an issue as the City is obligated to finish the year with a balanced budget as per the Uniform Budget Act.
Any unforeseen expenditure will cause the budget to be overspent, therefore creating a negative variance.

This has been a difficult year for the City in dealing with the results of the Emerald Ash Borer insect that will
evenlually destroy approximately 400 ash trees in the City. This tree epidemic has caused the sanitation fund to
significantly overspend during the year. Uliimalely, the major and local road funds as well as the sanitation fund will
be impacted as the expected removal and replacement cost of our tree stock will be in excess of $250,000.

Overages in the Capital Planning fund are a resull of the work slarted early on the Reynolds Park Rehabilitation

Project. These costs, although forcing the budget variance into a negative position, will be entirely paid for by a grant
from a {ocal civic group.

The City continues to aggressively review expenditures and revenue estimates at the end of each fiscal year in an effort
lo reduce the instances of negative budget variances.

Financial Position Statement

The City used a portion of the general fund balance in cach of the last four years. The following chart represents the
change in the general fund balance for a period of 5 years:

Beginning Ending
Fund Fund Net

Year Balance Balance Change
2001 $1,404,563 $1,409,982 $ 5419
2002 1,409,982 1,282,282 {127,700)
2003 1,282,282 1,041,146 {241,136)
2004 1,041,146 789,472 (251,674)
2005 789,472 642,517 (146,953)

This usage of fund balance to balance the budget is due to many factors including, reduction in revenue sharing, major
increases in employee benefits, and major changes in interest earnings. The most significant concern is the reduction in
our taxing ability brought about by the Headlee Amendment and Proposal A. These initiatives have combined to
cause the City to be unable lo raise addilicnal tax dollars to replace Lhose lost by cost increases and revenue sharing
reductions.

The City passed a Headlee over-ride millage vote in November 2003 that will allow the City to levy .50 mills per year
up to the maximum allowed under the Headlee tax limitation statute. The millage will allow the City to increase its
taxaticn ceiling incrementally over the next 10 years.



City of Huntington Woods, Michigan
Management’s Discussion and Analysis, continued

Financial Position Statement, continued
Additional action items that will reduce the reliance on fund balance to balance the budget are as follows:

¢ A reduction in spending and budget spending delays based upon the implemenlation of a study completed by
an AD-HOC Financial Analysis Committee including a series of 29 directives for reductions in expenditures
city-wide, as illustrated in the Letler of Transmittal.

» Furlher budget reductions and delays in capital project spending,.

s Increase in millage by .50 mills per year as per veter approval.

» Implementation of recent changes in the building department funding structure. The City has reviewed the
cost of operating the building department and has made significant changes that will allow the City to collect
revenue commensurate with the cost of operating the building depariment.

The City of Huntington Woods as a Whole

The City’s combined total of net assels [or the [iscal year ended June 30, 2005 is $19.7 million. Comparalive analysis of
government-wide data is being presented for fiscal years 2005 and 2004.

Combined unrestricted net assets, the part of net assets that can be used to finance day-to-day operations, is reported
as $3.4 million in the fiscal year ended 2005. Of this amount, $1.7 million is unrestricted net assets reported for the
City’s governmental activities.

The information below shows total assets, total liabilities and total nets assets as of June 30, 2005 and 2004, in a
condensed format.

Governmental Business-Type Governmental Business-Type
Activities 2005 Activities 2005 Total Activities 2004 Activities 2004 Total
Current Assets $ 3,632 Bob % 1,918,531 % 5,551,357 % 4,527 905 $ 1,416,233 5 6,144,138
Capntal Assets 26,859 780 2,725,534 29,625,314 27,256,561 2,827 475 30,064,436
Total assets 2,532,646 4,644,063 35,176,711 31,764,660 4,443,708 36,208,574
Long-Terrm Debt 13,262,989 215,427 13,475,416 13,888,211 55,812 13,544,023
Other Liabilities 1,622,924 277173 1,900,097 2,213,643 169,690 2,383,339
Totatk
liabilities 14,885,913 492,600 15,378,513 16,101,854 225,508 16,327 362
Net Assets
Invested in
Capital Assets,

Mot ool el 13,718,189 2,510,107 16,228,296 13,355,636 2,771,663 16,127 2599
Restricted 136,015 - 136,015 136,015 - 136,015
Unrestricted 1,792,529 1,641,358 3,433,887 2,171,361 1,446,537 3,617,898

Total Net
Assity 3 13,646,733 5 4,151,465 % 19,798,198 =) 15,663,012 5 4,218,201} S 19.581,212

The Cily is reviewing lhe impact of presenting the liability associated with calculation of the cost of long-term health
care benefiis on the balance sheel. This change in the financial statements will be required within a few years, and will
dramatically impact the combined statement of net assels.

-6 -




City of Huntington Woods, Michigan

Management’s Discussion and Analysis, continued

The City of Huntington Woods as a Whole, continued

The following shows the change in net assets as of June 30, 2005 and 2004, in a condensed format.

Gavernmental Business-Type Cover 1 Busir Type
Activities 2005 Activities 2005 Total Activities 2004 Aclivities 2004 Total
Program Mevenues:
Charpes for services $ 1,927,417 5 1,611,279 5 3,538,696 5 1,825,034 5 1,500,798 5 3,325,831
Crperating grants amd
contriliutions F80.0258 - 380025 H3 415 - 393415
Capital grants and
condrihutions BAGE - 5465 12216 - 12216
£oeneral Bevenes: - -

Lroperly taxes 5,494, L85 - 5,499, 185 5,145,473 - 5.145,473

Slate-shared revenues 341,245 . 391,245 BT, 762 - #7762

Inlerest earmings W6, 576 26378 133,454 23,710 7355 31,108

Cther revenue 234 734 - 243,749 .78 - 54,758

Total revenues H.757.0662 1,638,157 10,395815 8,062,370 1,508,196 49.,570.566
Prupran: Expenses:

General guvernment 2,197,503 - 2,197 503 2,138,692 - 2,138,652

Puilic satety 1,593,567 - 1598567 1321017 - 1,502,117

Fublic works 217363 - 217 363 225,489 - 329489

Libirary 435,350 - 435,380 418,550 - 418,550

Mainterance 407,231 - 407,231 411,502 - 411,802

Traffw services 15,756 - 15,756 20,971 - 20,571

Sneww and ice remeval 58,644 - 58,044 54,585 - 34,585

Addminisirative 200,666 - 200,660 172,247 - 172247

Acqquatic Club | 59,07 B 189,009 118,969 B F BN, G

Recrealion 1,365, 1) - 1,365,100 1,320,142 - 1,320,142

Emp.ovee benclils 1,25{) HY7 - 1,250,897 1,142 0349 - 1,142,039

Professional servives 414,217 - 414,217 396,731 - 396,731

Capital oullay - - - 267 875 - 267 475

Interest oxpense 324443 - J24,043 523,336 - 23,336

Water - 1,338,457 1,398,437 - 1377640 1377640

Total program
EX[ENSES 4,580,376 1,598 457 10,476,833 H7H7 545 1,377 Gedl} 105,165,185
bxcess (Leliciency)

Beiore Itanslers (132,714} 358,700 (B33 ) (725,175) 13,556 (5494,619]
Transters 106,435 (106,435 - 208,654 {208.654) -
Increase (Decrease] in

Mot Assels 116,279) (66.733] (83,014) {816.521) (78.058) {394,619
Nel Assels - Begunnung of

Year 15,663,012 4,218,200 14581212 16,179,543 4,206 298 20475531
el Assets - End of

‘Year 5 15,646,733 K] 4,151,463 5 15,798,198 ) 15.663.012 $ 4.218.200 5 19,451,212

The City has experienced a smaller reduction in its overall assets over last year. This change is a result of the
additional .50 millage levied against the tax roll and other changes to the fee based revenue structure.  The
decrease in nel assels this year was significantly less at $16,279. A large part of lhis reduclicn was caused by a
reduction in spending in our overall governmental activities, which was held to just over 1% in aggregate.
Revenues were substantially stronger as well. The City’s overall revenue increased in the governmental activities
by nearly $700,000.




City of Huntington Woods, Michigan
Management’s Discussion and Analysis, continued

SUMMARY

The City has made progress in reducing the financial impact caused by Proposal A, reductions in slatutory revenue
sharing and the current recession in Michigan. This year marks the second vear the City was able to increase the tax
levy by .50 mills to bring in additional revenue required to balance the budget. Fiscal year 2004-05 tax revenue
increased by approximately $273,000 as a result of this over-ride vote. The Cily is still working under the no-growth
program as established by the AD-HOC Financial and Analysis Committee and the majority of the original
recommendations have been implemented. The City must still take steps to reduce expenditures, reduce slafl where
possible, and assure that the appropriate fees are posted for services rendered. The City should strive lo maintain a
viable fund balance for cash flow and budget slabilization purposes.

Fund balances in the local road fund and the sanitation fund have been reduced this year due to additional solid waste
costs and Lree removal expendilures, the City had adequate cash reserves to make-up any shortfall. The City will need
to maintain appropriate fund balances in these funds in order to accommodate cash flow, and eliminate any
unnecessary transfers from the general fund.  Overall, the non-major governmental funds resulted in a reduction in
their fund balances by 572,045 this fiscal year. Although this is less than was originally anticipated, the City is hopeful
that it will be able to present a positive net carnings picture by 2007.

The Cily is currently in the process of reviewing its obligations as it pertains 1o GASB 45. This will require the City to
report additional information regarding the long-term impact of post employment obligations other than pensions (i.e.,
health care}. This will require the City to determine the cost on an actuarial basis, The City will need Lo determine the
implications of this accounting requirement, as the cost of funding this obligation will be large. The City will be
required to complete this process by July 1, 2009.

Lastly, the City has fully implemented GASB 40 for the fiscal vear ended June 30, 2005. This pronouncement proposed
to show the level of risk associated with different investmenti vehicles, as well as indicating current market values on
investments that are marked to markel. The investment portfolio in aggregate indicates an average investment
duration of 20.53 months. The City mainlains a very aggressive 4% diversification rate in the investment portfolio.

This financial report is intended to provide the citizens, taxpayers, customers and investors with a general overview of
the City of Hunlinglon Woods, Michigan’s finances and to show accountability for the money received. If you have
any questions about this report or need additional information, the City welcomes you to contact the administrative
oiffices at Cily Hall.



Basic Financial Statements




CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF NET ASSETS
JUNE 30, 2005
Primary Government
Governmental Business-Type
Activities Activities Total
Assets
Cash and cash equivalents {note 1) i 530,218 & 101,182 % 651,401
Investments (note 2) 2,679,802 1,284,943 3,964,745
Receivables
Accounts receivable 280,519 477 261 757,780
Conlracls 36,691 - 39,691
Special assessments 70,596 - 70,596
Accrued interest 12,039 - 12,039
Inventories - 55,145 55,145
Capital assets, net (note 3)
Assets not depreciated 89,802 1,000 90,802
Construction-in-progress 3,748,688 - 3,748,688
Assets being depreciated 23,061,290 2,724,534 25,785,824
Total assets 30,532,646 4,644,065 35,176,711
Liabilities
Accounts payable and contract retainages 261,270 206,238 467,508
Bank overdraft 671,857 - 671,857
Accrued expenses 84,215 50,785 135,000
Deposits 29,213 20,150 49,363
Cther liabilitics 576,369 - 576,369
Noncurrent liabilities (note 4)
Due within one year 750,992 51,270 802,262
Due in more than one year 12,511,957 164,157 12,676,154
Total liabilities 14,885,613 492,600 15,378,513
Net Assets
Invested in capital assets, net of related debt 13,718,189 2,510,107 16,228,296
Restricted for
Construction projects 136,015 - 136,015
Unrestricted 1,792,529 1,641,358 3,433,887

Total net assets

See accompanying notes to financial statements

$ 15,646,733

$ 4,151,465

$ 19,798,198
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CITY OF HUNTINGTON WOODS, MICHIGAN
BALANCE SHEET - GOVERNMENTAL FUNDS

JUNE 30, 2005

Cash and cash cquivalents
Investments
Receivables
Accounts receivable
Taxes
Inventories
Prepaid items

Total asschs

Liabilities
Accounts payable
Bank overdraft
Accrued expenses
Due to other funds
Other liabilitics

Tetal liabilites

Fund Balances
Reserved fur
Construction and improvements
Unreserved
Designated
Undesignated

Total fund balances

Total labilities and

fund halances

ASSETS
Other
Major Funds Nonmajor Total
General Sanitation Recreation Governmental Governmental
Fund Fund Fund Funds Funds
) 281,663 b - b 139,743 $ 88,656 b 510,062
297 58() 285,095 14 472 497 1,555,186
199,715 - 6,068 104,105 269,888
34,607 4,528 5356 - 39,691
12,039 - - - 12,0349
43,689 - - 6,944 5{(),633
S 529,293 5 289,623 3 146,381 $ 1,172,202 $ 2,437 499
LIABILITIES AND FUND BALANCE
s 72,135 S 36,064 % 36,170 b 6,283 % 150,652
- 179,792 - 300,084 479,876
38,152 1,318 30,212 3,542 73,224
50,000 - - - 20,000
26,489 - 2,724 - 29,213
156,776 217,174 69,106 309,909 782,965
- - - 136,015 136,015
103,368 - - 56,024 159,392
539,149 72,449 77275 6703,254 1,359,127
642,517 72,449 77,275 562,293 1,654,534
b 529,243 % 289,623 5 146,381 5 1,172,202 5 2,437,499

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN
RECONCILIATION OF GOVERNMENTAL FUNDS BALANCE SHEET
AND STATEMENT OF NET ASSETS

JUNE 30, 2005

Amounts reported for governmental activities in the statement of net assels are different because:

Total fund balances for governmental funds $

Capilal assels used in governmental activities are not financial
resources and are not reported in the funds

Long-term liabilities are not due and payable in the current
period and are not reported in the funds

Internal Service Funds are included as part of governmental
activiiies

Compensated absences are included as a liability in
governmental activitics

1,654,534

25,880,600

(13,181,591)

1,299,835

(6,645)

Net assets ol governmental activities $

15,646,733

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES -

GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2005

Eevenues

Property taxes and special
assessnients

Licenses and permits

[ntergovernmental

Charges for services

Aquatic Club charges

Program fees

Fines andd forfeits

Interest

(Hher

Taotal revenues

Expenditures

Currenl
General government
Public safety
Public works
Library
Maintenance
Traffic services
Soonw andd ioe removal
Administrative
Aquatic Clul
Eecreation
Linplovee henefits
Professional services

Capital cutlay

Dbt service
Principal
Interest and other charges

Toval expenditures

Excess of Revenues Over (Under)
Expendilures

Other Financing Sources (Uses)
Transfers - in

Transters - out

Total other financing
SOUICeS (USes)

Net Change in Fund Balances
Fund Balances - July 1, 2004

Fund Balances - June 30, 2005

Other
Major Funds Nonmajor Tolal
General Sanitation Recreation Covernmental Governmental
Fund Fund Fund Funds Funids
s 3,781,868 486,118 k) 6,035 5 1168, 160 544153
328,879 - - . 325,879
62,0802 - - 354,414 91,806
79,583 - - - TR
- - 183,032 - 185,032
- - BOR,&19 - B84
223307 - - - 223,307
34413 5,767 K28 pliera | 87275
191,347 410 - 132,701 144,955
5,270,584 492,741 1,054,714 1,701,046 5,519,144
1,042,830 - - - 1,042,830
1,598,567 - - - 1,598,567
215,427 - - - 215,427
408,473 - - - 408,473
- - - 407,231 407,231
- - - 15,756 15,756
- - - R, 644 58,644
- 79,184 - 127,482 206,666
- - 189,009 - 184,009
- - 1,337,510 - 1,337,510
1,228,790 22,348 - - 1,250,138
- 414,217 - - 414,217
. - - 191,901 191,901
- - - 245 79,245
- - - 524,043 524,043
4,494 (087 515,749 1,526,514 2,054,302 8,570,657
F7a502 (22,958) 471,801} {333,256) {31.313)
133,187 - 370,433 31N 414,531
(1,050.6044) (24,752) - {501,100 (1,131,396}
{923,457) {24,752} 470433 261,211 {216,565)
{146,955) 47,7100} (1.308) {72045 {268,078}
789,472 120154 78,643 934,338 1,922,612
A 542,517 72449 5 77275 b H(2,293 1,654,534

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND CHANGES
IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED JUNE 30, 2005

Net change in fund balances - total governmental funds $ {268,078)

Amounts reporled for governmental activities in the statemenl of activities
are differenl because:

Governmental funds report capital outlays as expenditures. Tlowever,
in the statement of activities, the cost of those assets is allocated
over their estimated useful lives as depreciation expense. This is
the amount by which capital outlays exceed depreciation in the
current period (411,872)

Bond proceeds provide currenl financial resouirces to governmental
funds, but issuing debt increased long-term liabilitics in the
statement of net assets. Repayment of bond principal is an
expenditure in the governmental funds, but the repayment
reduces long-term liabilities in the statement of net assets.
This is the amount by which proceeds exceeded repayments 624,981

Some expenses reporled in the statement of activities do not require
the use of current financial resources and, therefore, are not
reported as expenditures in government funds 241

Internal Service Funds are used by management to charge the costs
of certain activities, such as insurance to individual funds. The
net expenses of the Internal Service Funds is reported with
governmental aclivities 38,449

Change in net assets of governmental activities 3 (16,279)

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN
STATEMENT OF NET ASSETS - PROPRIETARY FUNDS
JUNE 30, 2005

Business-Type Governmental
Activities Activities
Water Internal
Fund Service Funds
Assets
Current Assets
Cash and cash equivalents $ m,1s2 5 40157
Investments 1,284,943 1,124,616
Receivables 477,261 10,631
Prepaid expenses - 149,943
Due from other funds - 50,000
Inventories 5,145 -
Tatal current asscts 1,918,531 1,245,367
Noncurrent Assets
Capital assels, net
Assets nol deprecialed 1,000 -
Assets being depreciated 2,724,534 1,019,180
Tolal noncurrent assets 2,725,534 1,019,180
Total assets % 1644065 & 2,264,547
Liabilities
Current Liabilities
Accounts payable and contract % 206,238 5 110,618
Bank overdraft - 191,981
Accrued expenses 50,785 10,991
Depesits and other 20,15 -
Due to employees - 576,360
Current portion of long-term debl 51,270 13,792
Tetal current liabililies 328,443 903,751
Noncurrent Liabilities
Long-term debt 164,157 611,961
Tolal liabilities 492,600 964,712
Net Assels
Invested in capital assets, net of related debt 2,510,107 1,01%,180
Reslricted lor
Other purposes - 180,000
Unrestricted 1,641,358 100,635
Tolal net assets 4,151,465 1,299,835
Total liabilities and net assets b 4644065 5 2,264,547

See accompanying noles to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS - PROPRIETARY FUNDS

FOR THE YEAR ENDED JUNE 30, 2005

Business-Type Governmental
Activities Activities
Water Internal
Fund Service Funds
Operating Revenues
Charges for sales and services $ 1,601,494 % -
Penalties 5,522 -
Charges lo other funds of the Cily - 219,188
Other 4,263 29
Total operating revenues 1,611,279 219,217
Operating Expenses
Scwage disposal costs 585,694 -
Water purchases 268,230 -
Payroll and benefits 335,464 -
Depreciation 101,541 92,304
Other 287,128 430,765
Total operating expenses 1,598,457 523,069
Operating Income (Loss) 12,822 (303,852}
Nonoperating Revenues (Expenses)
Interest income 26,878 19,301
Transfers - in {out) (106,435) 323,000
Total nonoperating revenues (expenses) {79,557} 342,301
Change in Net Assets (66,735) 38,449
Net Assets - July 1, 2004 4,218,200 1,261,386
Net Assets - June 30, 2005 i 4151465 § 1,299,835

See accompanying notes to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN
STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
FOR THE YEAR ENDED JUNE 30, 2005

Business-Type Governmental
Activities Activities
Water Internal
Fund Service Funds
Cash Flows From Operating Activities:
Receipts [rom customers $ 1,520,698 % 219,217
Payments Lo suppliers for goods and services (1,033,576} (2,592}
Payments to employces for services (355,464} {398,135
Net cash provided from (used in} operating activities 131,658 {181,51()
Cash Flows From Noncapital Financing Activities:
Interfund transfers {106,435) 323,000
Cash Flows From Capital and Related Financing Activities:
Acquisition of property, plant and equipment - (256,855}
Proceeds from sale of fixed assets - 4,900
Bank overdraft - 191,981
Proceeds from long-term debt 196,500 86,962
Payments of long-term debl {36,885} {12,209}
Net cash provided from capital and related financing activities 159,615 14,779
Cash Flows From Investing Activities:
Interest received 26,878 19,301
Net Increase in Cash and Cash Equivalents 211,716 175,570
Cash and Cash Equivalents - July 1, 2004 1,174,409 989,203
Cash and Cash Equivalents - June 30, 2005 $ 1,386,125 % 1,164,773
Reconciliation of operating income {loss) to net cash provided from
fused in) operating activities:
Operating income (loss) K] 12822 % {303,852)
Depreciation 101,941 592,304
Loss on sale of fixed assels - 10,207
Adjustments to reconcile operating income (loss) to net cash
provided from [used in} operating activities:
Increase in receivables {90,5871) 60,631
Increase in prepaid expenses - {19,963)
Increase in accounts payable and conltract 76,678 82978
Decrease in deposits and other (330 -
Increase in other liabilities 31,128 17,447
Total adjustments 16,895 19,831
Net cash provided from (used in) operating activities $ 131,658 § {181,510

Sec accompanying notes to financial statements
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City of Huntington Woods, Michigan
Notes to Financial Statements
June 30, 2005

Note 1

Significant Accounting Policies

The accounting policies of the City of Huntington Woods, Michigan (the “City”} conform to accounting
principles generally accepted in the United States of America (GAAP) as applicable to governmental units.
The following is a summary of the signilicant accounting policies used by the City of Huntington Woods,
Michigan:

Reporting Entity

The City has adopted Lhe position of the Governmental Accounting Standards Board (GASB) as outlined
in its Staterment 1 regarding the definition of a reporting entity. The City of TTuntington Woods, Michigan
is governed by an clected mayor and a four-member commission. A full-lime City Manager is appointed
by this body to carry oul the policies thal are established. The City has no component units, or enlities for
which the City is considered financially accountable.

Government-wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net assets and the statement of activities)
reporl information on all of the non-fiduciary activilies of the primary government, The effect of interfund
activity has been removed from these statements. Governmenlal activities, normally supported by taxes
and intergovernmental revenues, are reported separately from business-type activities, which rely on fees
and charges for supporl to a significan! extent.

The statement of activities demonstrates the degree to which the direct expenses of a given function or
activity are offsct by program revenues. Direct expenses are those that are clearly identifiable with a
specific funclion or activity, Program revenues include: (1) charges to customers or applicanls who
purchase, use, or directly benefit from goods, services, or privileges provided by a given function or
activity, and (2) grants and contribulions that are restricted to meeting the operational or capital
requirements of a particular function or aclivity. Taxes and other items not included among program
revenues are reported as gencral revenue.

Separate financial statements are provided for governmental funds, proprictary fund, and fiduciary funds,
even Lhough the laller are excluded from the government-wide financial statements. Major individual
governmental funds and major individual enlerprise funds are reported as separale columns in the fund
lnancial statements.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement focus
and the accrual basis of accounting, as are the proprietary fund and the liduciary fund. Revenue is
recorded when carned, and expenses are recorded when the liability is incurred, regardless of the timing
of related cash flows. Properly taxes are recognized as revenuc in the year for which they are levied.
Grrants and similar items arc recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

Governmental fund financial statements are reporled using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenue is recognized as soon as it is both measurable
and available. Revenue is considered to be available if it is collected within the current period or soon
enough thereafler to pay liabilities of Lhe current period. For this purpose, the City considers revenues to
be available if they are collected within 60 days of the end of the current fiscal period. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting. Flowever, debt service

-18 -



City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2005

Note 1

Significant Accounting Policies, continued

Measurement Focus, Basis of Accounting, and Financial Statement Presentation, continued

expenditures, expenditures relating lo compensating absences, and claims and judgments are recorded
only when payment is due,

The City reports the following major governmental funds:

General fund — The General fund is the City’s primary operating fund. 1t accounts for all financial
resources of the general government, except those required to be accounted for in another fund.

Sanitation fund — The Sanitation fund accounts for the operation of the solid waste collection, disposal
and recycling functions of the City.

Recreation fund - The Recreation fund accounls for the operalion and mainlenance of city parks, as
well as the operation of all recreation programs and leisure activities, including the operation of the
City pool.

The City reports the following major proprietary fund:

Water and Sewer fund — The Water and Sewer fund accounts for Lhe operation and maintenance of
the water supply system, as well as the City sewage disposal infrastructure, [t is financed primarily
through user charges.

Additionally, the City reporls the following fund types:

Internal service funds - Internal service funds account for major machinery and equipment purchases
and maintenance, as well as risk management services provided to other departments of the City on a
cost reimbursement basis. They also account for health care benefits provided to qualified employees
during retirement, as well as a health insurance fund to provide for sell funding of health care
benefils.

Agency fund — The Agency fund is custodial in nalure (assets equal liabilities) and do not involve the
measurement of results of operations. The fund is used to account for assets held by the City as an
agent for individuals, private organizations, other governments and/or other funds. The City is
responsible for ensuring that the assets reported in this fund are used for their intended purposes. The
Agency fund activities are excluded from the Cily's government-wide financial statemenls because the
City cannol use these assets to finance its operations. Tlowever, these amounts may be appropriated
to the Capital Planning Fund for use at the discretion of the City Commission.

As a general rule, the effecl of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are charges between the City’s water and sewer function and
various olher functions of Lhe City. Elimination of these charges would distorl the direct cosls and
program revenues reported for the various unctions concerned.

Proprietary funds distinguish operating revenue and expenses from non-operating items. Operating
revenue and expenses generally result from providing services in conneclion with the proprietary fund’s
principal ongoing activities. The principal operating revenue of our proprietary fund relates to charges lo
cuslomers for water sales and scrvices and sewage disposal. Operaling expenses for proprietary funds
include the cost of water, sewer disposal, operations and maintenance, gencral and administrative
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2005

Note 1

Significant Accounting Policies, continued

Measurement Focus, Basis of Accounting, and Financial Statement Presentation, continued

expenses, and depreciation of capital assets.  All revenue and expenses not meeting this definition are
reporled as non-operating reventue and expenses,

Property Tax Revenue

Property taxes are levied on each July 1% on the taxable valuation of properly as of the preceding
December 31%t. Taxes arc considered delinquent on March 1% of the following year, at which time
penalties and interest are assessed. Any real property taxes not paid by March 1%, following the due date,
are purchased by the County and paid to the City. The Counly Treasurer lakes over colleclion
responsibilily at that date. Delinquent personal property taxes are less cerlain as to ullimate collection
and, therefore, are paid Lo the City upon collection.

The City’s 2004 tax is levied and collectible on July 1, 2004, and is recognized as revenue in the vear cnded
Jure 30, 2005, when the proceeds of the levy are budgeted and available for the financing of operations.

The 2004 taxable valuation of the City totaled $273,302,590, on which taxes levied consist of 19,2401 mills
for operaling purposes. This resulted in $5,258,369 for operating expenses, exclusive of any Michigan Tax
Tribunal or Board of Review adjustments. These amounts are recognized in the respective Ceneral,
Special Revenue and Debt Service Funds financial statements as tax revenue.

Assets, Liabilities and Net Assets or Equity

Cash and Investments — Cash and cash equivalents include cash on hand and demand deposits.
Investments include all short-term instruments of less than three months when acquired, as well as
investment inslruments as allowed by P.A. 20 of 1943 as amended and the City’s investment policy.
Investments are stated at fair value. To the extent that cash from various funds has been pocled, pooled
investment income is generally allocated to each fund using a weighted average cash balance per fund.
Throughout the year ended June 30, 2005, the City had cash balances wilh a major single financial
institution in excess of $100,000, which is covered by the Federal Depository Insurance Corporation. At
June 30, 2005, no single investmenl instrument was in excess of the FDIC insurance limit.

Receivables and Payables — In general, outstanding balances between funds are reported as “due to/from
other funds.” All trade and property lax receivables are shown net of allowance for uncollectible accounts.

Inventories and Prepaid Items — Tnventorics are valued at cost, on a first-in, first-out basis. Inventories of
governmental funds are recorded as expenditures when consumed rather than when purchased. Certain
payments to vendors reflect costs applicable to future fiscal years and are recorded as prepaid items in the
financial statements.

Capital Assets — Capital assets, which include property, plant, equipment, and infrastructure assets (e.g.,
roads, sidewalks, and similar ilems), arc reported in the applicable governmenlal or business-lype
activities column in the government-wide financial statements. Capital assets are defined by the City as
assets wilh an initial individual cost of more than $5,000 and an estimated useful life in excess of one year.
Such assets are recorded at historical cost or estimated hislorical cost if purchased or constructed. Donated
capital assets are recorded at estimaled fair market value al Lhe date of donation.
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2005

Note 1

Significant Accounting Policies, continued

Assels, Liabilities and Net Assets or Equity, continued

Buildings, equipment, and vehicles arce depreciated using the straight-line method over the following
useful lives:

Buildings 40 years
Building improvements 40 vears
Infrastructure 60 vears
Machinery and equipment 7 - 15 years
Office equipment/iurniture 5 - 10 years
Vehicles 7 years

Compensated Absences (Vacation and Sick Time) ~ It is the City’s policy to permit employees to
accumulate carned but unused vacation and sick pay benefits. All vacation and sick pay is accrued when
incurred in the government-wide and proprielary financial slatements, accrued compensated absences are
paid upon employee termination.

Long-term Obligations — In the government-wide financial statements, long-term debt and other long-
term obligations are reported as liabililies in the applicable governmental aclivities, business-type
activities or proprietary fund-lype statement of net assets. Bond premiums and discounts, as well as
issuance costs, are deferred and amortized over the life of the bonds using the effective interest method.
Bonds payable are reported net of the applicable bond premium or discounts. Bond issuance costs are
reported as deferred charges and amortized over the term of the related debt. In the fund financial
statements, governmental fund types recognize bond premiums and discounts, as well as bond issuance
costs, during the period. The face amount of debt issued is reported as olher financing sources. Premiums
received on debt issuances are reported as other financing sources, while discounts are reported as other
financing uses. Issuance costs are reported as debt service expenditures.

Fund Equity - In the fund financial statements, governmental funds report reservations of fund balance
for amounts thal are not available for appropriation or arc legally restricted by outside parlies for use for a
specific purpose. Designations of fund balance represent tentative management plans that are subject to
change.

Use of Estimates — The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumplions that affecl the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported revenue and expenses during the
period. Actual results could differ from those estimales.
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2005

Note 1

Significant Accounting Policies, continued

Budgetary Information

The City is legally subject lo the budgetary control requirements of the Slale of Michigan P.A. 621 of 1978
(the Uniform Budgeting Act). The following is a summary of the requirements of this Act according to the
State Treasurer’s “Bulletin for Audils of Local Units of Government in Michigan” dated April 1984:

. Budgets must be adopted for the General Fund, Special Revenue Funds, and Debt Service Funds.
. Budgeted expenditures cannol exceed budgeted revenues and fund balance.

. The budgets musl be amended when necessary.

. Public hearings must be held belore budget adoptions.

. Expendilures cannot exceed budget appropriations.

J Expendilures must be authorized by a budget before being incurred.

Budgeted amounts of the revenues and cxpenditures presented for the governmenlal funds are a
summarization of Lhe budgeted amounls as eriginally adopled, or as amended by the City Commission.
Individual amendments were not material in relation to the original appropriations that were adopted for
the general, special revenue, or debt service funds. Budget appropriations lapse at year-end and
encumbrances are nol included as expenditures. A comparison of the budget with statements of actual
revenues and expenditures, including budget variances, for the above funds, is included as required
supplemental information. Budgets have been prepared on a basis consistent with generally accepted
accounting principles.

Budget Compliance

P.A. 621 of 1978, Section 18 (1), as amended, provides that a local unil of governmenl shall not incur
expenditures in excess of the amount appropriated. The City appropriated $233,814 from the unreserved
fund balance for operations. For the [iscal year ended June 30, 2005, $146,955 was uscd for this purpose.
The General tund finished the year with 100% of all appropriations spent in aggregate, however for the
year ended June 30, 2003, the following accounts incurred excess expendilures over the amount
appropriated:

Final
Budget Actual Variance Percentage
General Fund:
General Government -

Adminislrative 5 877,328 % 907,990 % 30,662 4%
Employee benefits 1,158,690 1,228,790 70,100 6%
Public Safety 1,592,114 1,598,567 6,453 1%

Special Revenue Funds:
Recreation 5 1,522,376 % 1,526,519 % 4,143 %o
Major Road 254,196 259,775 5,579 %
Local Road 303,909 329,048 25,139 8%
Sanitation 510,216 540,501 30,285 6%

The funds had adequate fund balance to cover the expenditures in excess of amounts appropriated.
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2005

Note 1

Note 2

Significant Accounting Policies, continued

Budget Compliance - Continued

The Cily established the Health Insurance Fund, an Internal Service Fund on July 1, 2002 for the purpose
of providing a fund by which future employee health insurance costs may be charged.

Deposits and Investments

Michigan Compiled Laws, Section 129.91 (Public Act 20 of 1943, as amended) aulhorizes local
governmental units {o make deposits and invest in the accounts of federally insured banks, credit unions,
and savings and loan associations that have offices in Michigan. The local unil is allowed to invest in
bonds, securities, and other direct obligalions of the United States or any agency or inslrumentality of the
United States; repurchase agreements; bankers’ acceptances of United States banks; commercial paper
rated within the two highest classifications that malures not more than 270 days after the date of purchase;
obligations of the Slate of Michigan or its political subdivisions that are rated as investment grade; and
mutual funds composed of investment vehicles that are legal for direct invesiment by local unils of
government i Michigan. To the extent that cash from various funds has been pooled in an investment
relaled investment income is allocated to each fund based on relative participation in the pool.

r

The City has designated one bank for the deposit of ifs funds. Each financial intermediary, broker, or
dealer that holds the City’s funds must be provided with a copy of the investment policy and comply with
the policy. The investment policy adopted by the commission in accordance with Public Act 196 of 1997
has authorized investment in all of the above securities. The City’s deposits and investmenl policy are in
accordance with statutory authority.

Deposits

The deposils of the City as of June 30, 2005 amounted to $651,401 in the accounts of the bank {withoul
recognition of checks written but not vet cleared or of deposits in transit) of which $551,401 was covered
by federal depository insurance and the remainder was uninsured and uncollateralized. The City believes
that due to the dollar amounts of cash deposits and the limits of FDIC insurance, it is impractical to insure
all bank deposils. As a result, the City evaluates each financial institution with which it deposits City
funds and assesses the level of risk of each institution; only those institutions with an acceptable estimated
risk level are used as depositories.



City of Huntington Woods, Michigan
Notes to Financial Statements, continued

June 30, 2005
Note2 - Deposits and Investments, continued
Investments

As of June 30, 2003, the City had the following investments and maturities:

INVESTMENT MATURITIES IN MONTHS

Less Than 36 f-12 12-24 24-36 36

Investment Tvpe Totals 3 months months  Months months  months  months +
Money Market Fund $391,812 $394,812 % - 5 - 5 - % - $ -
Federal Home Loan Bank {FHLE) $1,531,143 - - - S400 845 B493 R0O0 $538798
Certificate of Deposit 5401,082 $250,690  $150,392 - - - -
ULS. Treasury Bill 8296,955 - 529,555 - - - -
Federal National Mortgage Corporation (FNMA) 51,364,501 - - - - $1,364,501
Commercial Paper 5384534 §384,5834 - - - - -

$4.373.0%7 51020036 447,347 5 - $499.845 5492,500 31,903,299

The investmenls presented on the Statement of Net Assets {rom the primary government and agency fund
includes accrued interest of $1,718 as of June 30, 2003.

Interest Rate Risk. The City does nol have a formal investmenl policy that limils investment maturilies as a
means of managing its exposure to fair value losses arising from increasing interest rates.

Credit Risk. State law limits investments in commercial paper to the top two ratings issued by naticnally
recognized statislical rating organizalions {(NRSROs). Itis the City’s policy Lo limit its investments in these
investment types to the top raling issued by NRSROs. As of June 30, 2005, the City’s investments in
commercial paper were rated Al by Standard and Poor’s and P1 by Moody's Investors Service.

Diversification.  The City investment policy suggests that the Cily “diversify by sccurity type and

institution,” and that no more than 50% of the portfolio is in a single financial institution. The current
portfolio is well diversified to an average of 4% in any one investment instrument.
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2005

Note 2

- Deposits and Investments, continued

Custodial Credit Risk. For an investment, custodial credit risk is the risk (hat, in the evenl of the failure of
the counterparty, the City will not be able lo recover the value of its investments or collateral securities
that are in the possession of an outside party. The City’s investments are calegorized to give an indication
of the level of risk assumed by the entity at June 30, 2005. Category 1 includes investments that are
insured or registered or for which the securities are held by the City or its agent in the City’s name.
Category 2 includes uninsured and unregistered investmenls for which the securities are held by the
broker’s or dealer’s trust department or agent in the Cily’s name. Category 3 includes uninsured and
unregistered invesiments for which the sccurities are held by Lhe broker or dealer, or by its trust
department or agent but not in the City’s name,

At year end, the City’s investment balances were calegorized as follows:

TOTAL
FACE
VALLFE YIELLY CURRENT
AT INVESTMENT RISK MATURITY TO MARKET
MATURITY VEHICLE CATEGORY COUPON DATE S5&T MOODY's (OTHER MATURITY VALUE
250,000 Federal Home Loan Bank (FHLB! 1 260% 672372006 AAA AdA - 2.60% %$247,110.00
BOL00 Federal Home Loan Bank (FHLB) 1 263%  F/A1272006 AAA AAA - 333% 49984500
153,392 Certificate of Deposit 3 3.03% 8/157200% - -- A+ 3.03%. 150,000.00
Upper Tier
230,680 Certificate of Deposit 3 355% BS25/2005 - 2 3554 230,000.00
300,000 U5, Treasury Bill 1 290% MW/27/2005 AAA AAA -- 2.90%  396,955.00
350,000 Federal National Mortgare Corporation (FNMA) 1 4.75%  10/15/72006 AAA AAN - 370 352,84R8.50
250,000 Federal i tome Loan Bank (F1ILB) 1 2.38%  10/30/2006 AAA ABA -- 3.80%  245,34900.00
BB, 00 Federal National Mortgage Corporation (FNMA} 1 250% 11/28/2006 AAA AAA - 3.81% 54,0019.35
250,000 Federal Home Loan Bank (FHILB) 1 2.55% 1/5/2007 AAA AAA - 377 244,6410.00
270,000 Federal National Mortgage Corporation (FNMA] 1 325% 11572008 AAA AAA - 3825, 266,287.5)
230,000 Federal Home Loan Bank (FHIR) 1 335% 12/26/2008 AAA AAA -- 397% 245,000.00
A0,000 Federal Home Loan Bank (FHLB) 1 350 1302009 AAA AAA -- 3.99%, 49,187.50
250,000 Federal Mational Mortgage Corporation (FNMA) 1 JB0% 271772009 AAA AMA - 4.31%  245,745.00
A5, 000 Commercial Paper 3 334% 1073172005 Al ' F1 2.52%,  384,534.2%
450,000 Federal National Mortgage Association (FNMA) 1 300 9142006 AAA AAA - 380%.  44B.66262
AVERAGE
AVERAGE Y1ELI>-TO-
COUPON 3.14% MATURITY 3.53%
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2005

Note 3

Capital Assets

Capital assets activity of the primary government's governmental and business-type activities was as
follows:

Balance Balance
July 1, 2004 Additions Reductions June 30, 2003
Governmental Activities:
Capital assets:
Infrastructure - roads and sidewalks % 19,543 654 S - g - % 19,543,654
Vehicles 15,864 - - 15,869
Office cquipment and furniture 773,515 88,009 - 861,024
Library books and fing arts 678,182 - - 678,182
Machinery and equipment 2,045,348 256,855 61,815 2,7403,388
Land improvements 124,928 70,000 - 194,928
Buildings and improvements 8,839,198 33,893 - 8,873,091
Land 89,802 - - 89,802
Construction-in-progress 3,748,688 - - 3,748,688
Subtotal 36,359,184 448 757 61,815 36,746,126
Accumulated depreciation:
Infrastructure - roads and sidewalks 4,241,424 309,105 - 4,530,524
Vehicles 5,290 582 - 6,172
Office equipment and furniture 746,256 60,629 - 806,885
Library books and [ine arts 612,042 25,123 - 637,163
Machinery and equipment 1,148,458 133,498 46,708 1,235,248
Land improvements 105,530 26,789 - 132,319
Buildings and improvements 2,263,223 214 805 - 2,478,028
Subtotal 9,122,223 770,831 46,708 9,846,346
Net capital assets S 27236961 % (322074 8 15107 § 26,899,780

Depreciation included in the determination of operating income is computed on the straight-line basis over
estimated useful lives ranging from 5 years to 60 years. Land is a non-depreciable assel. Depreciation
expense at June 30, 2005 amounted lo:

Governmental Funds b 770,831

The City's interesl in the George W. Kuhn portion of the Twelve Town Drain System that is owned and
operated by several governmental agencies has been reflected under the caption of construclion-in-
progress in the accompanying financial stalements. Liabilitics to the County for conslruction of the
sewage disposal [acilities are recorded in the government-wide statement of net assets as noncurrent
liabilitics of the City because relaled debt service charges are financed largely by properiy laxes levied
nstead of by user charges. Accordingly, property and equipment related to County sewer operations are
not recorded in the Water Fund rather are recorded in governmental activities.

The City's inlerest in the initial Twelve Town Drain System has not been recorded in capital assets due to
the immaleriality of the net book value of the asset.

226 -



City of Huntington Woods, Michigan

Notes to Financial Statements, continued

June 30, 2005
Note3 - Capital Assets, continued
Balance Balance
July 1, 2004 Additions Reductions June 38, 2005
Business-Type Activities:
Capilal assets:
Buildings and improvements b 7499 % - % - % 7,499
Land 1,000 - - 1,000
Machinery and equipment 435,013 - 75346 427 467
Water and sewer mains 3,354,200 - - 3,354,200
Water melers 241,351 - - 241,351
Subtotal 4,039,063 - 7,546 4,031,517
Accumulated depreciation 1,211,588 101,941 7046 1,305,983
Net capital assels § 2827475 § (1019410 & - % . 272554

Depreciation included in the determination of operating income is computed on the straight-line basis over estimated
useful lives ranging from 3 years to 60 years. Land is a non-depreciable asset. Depreciation expense at June 30, 2003
amounted to;
Water Fund b 101,941
Noted - Long-Term Debt

A summary of changes in long-term debt is as follows:

Goavernmental Activities:

Compensatory time 5 6,836 % - $ 241 & 6,645
Recreation Center

Improvement Bonds 4,150,000 - 250,000 3,900,000
Street Improvement Bonds 2,500,000 - 150,000 2,350,000
Street Improvemenl Bonds 3,425,000 - 100,000 3,325,000

George W. Kuhn Drain

Bonds 2000-A 515,683 - 23,020 492,663
George W. Kuhn Drain
Bonds 2000-B 193,244 - 7,047 186,197
George W. Kuhn Drain
Bonds 2002-C 2,574,502 - 100,850 2,473,652
George W. Kuhn Drain
Bonds 2002-D 99,284 - - 09,284
George W. Kuhn Drain
Bonds 2002-E 309,124 - 10,962 298,167
Recreation Center
Instatlment Loan 123,994 - 67,366 56,628
Bus Installment Loan - 86,962 12,209 74,753
Total Covernmental Activilies 13,897.722 86,962 721,695 13,262,989
Business-Type Activities:
Vactor Installment Loan hh,812 - 27,910 27,902
Vactor Building Installment Loan - 196 500 8,975 157,525
Total Business-Type Activities 55,812 196,500 36,885 215,427
Total s 13,953,534 % 283462 § 708580 3 13478416




City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2005

Note 4

Long-Term Debt, continued
At June 30, 2005, long-term obligations consisted of:

Governmental Activities:

Compensatory time - Public Safely

Recreation Center Improvemenl Bonds dated July 1,
1998; annual principal payments of $165,000 to
$550,000, due serially to October 1, 2014; interest
rates 4% to 6% (original issue tofaled $4,915,000)

Street Improvement Bonds dated April 1, 1999,
annual principal payments of $150,000 to
$300,000, due serially 1o October 1, 2014; interest
rates 4% to 6% (original issue totaled $3,500,000)

Street Improvement Bonds dated April 1, 2001;
annual principal payments of $75,000 to
$500,000, due beginning Oclober 2003 serially to
October 1, 2015 interest rates 4% to 4.5%
(original issue totaled $3,500,000)

George W. Kuhn Drain Bonds 2000-A dated April 1,
2001; annual principal payments of $21,000 to
536,000, due beginning April 2003 serially to
April 1, 2022; interest rate at 2.5% (original issue
totaled $560,001). These represent the City's
portion of the total bonds issued by Oakland
County

George W. Kuhn Drain Bonds 2000-B dated April 1,
2001; annual principal payments ol $6,200 to
$15,500, due beginning April 2003 serially to
April 1, 2022; inlerest rate at 2.5% (criginal issue
totaled $205,772). These represent the City’s
portion of lhe total bonds issued by Oakland
County

George W. Kuhn Drain Bonds 2002-C dated April 1,
2002; annual principal payments of $100,850 to
$161,142, duc beginning April 2005 scrially to
April 1, 2024; interest rate at 2.5% (original issue
totaled $2,574,502). These represent the City's
portion of the telal bonds issued by Oakland
County

Total this page
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2005

Long-Term Debt, continued

Governmental Activities - Continued:

Total - from previous page

George W. Kuhn Drain Bonds 2002-D dated April 1,
2002; annual principal payments of $3,915 to
$6,264, due beginning April 2005 serially to April
1, 2024; interest rate at 2.5% {original issue
totaled $99,284). These represent the City’s
portion of the total bonds issued by Oakland
County

George W. Kuhn Drain Bonds 2002-E daled April 1,
2002; annual principal payments of $10,962 to
$22,551, due beginning April 2005 serially to
April 1, 2024; interest rate of 4% to 5.25%
(original issuie totaled $309,129). These represent
the City’s portion of the total bonds issued by
Oakland County

Recreation Center Installment Loan dated QOctober
1, 2000; semi-annual principal payments of
$33,683, duc April and October to April 1, 2006;
interest rale at 5.45% (original issue totaled
$393,458)

Bus Installmenl Loan dated August 26, 2004; semi-
annual principal and interest payments of
$6,896, due April and QOctober lo April 1, 2011;
interesl rate at 3.21%

Business-Type Activities:

Vactor Inslallment Loan dated March 5, 2001; semi-
annual principal paymenls of $13,955, duge
March and September to March 2006; interest
rate at 5.45%

Vactor Building Instaliment Loan dated November
10, 2004; semi-annual principal and interesl
payments of 511,680, due April and October lo
October 1, 2014; interest rate at 3.49%

Total long-term debt

-29
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2005

Noted - Long-Term Debt, continued

The following is a summary of annual debt service requirements to maturity for the above
bonds, {ollowed by the detailed bond payments:

Governmental Activities

Principal Interest Total

2006 S 673,927 S 495,394 $ 1,169,321
2007 752,842 463,168 1,216,010
2008 806,914 429,629 1,236,543
2009 936,141 395,289 1,331,430
2010 990,370 358,245 1,348,615
2011-2015 6,597,630 1,095,218 7,692 848
2016-2020 1,531,367 222500 1,754,267
2021-2025 835,772 58,054 893,826

$ 13,124,963 $ 3,517,897 5 16,642,860

Amount of Interest Date of Principal Interest
Date of Issue [ssue Rate Maturity Payments Pavable

Recreation Center Improvement Bonds

7/1/98 5 4,915,000 6.00% 10/1/05 % 250,000 % 161,600
£.00 10/1/06 300,000 145,100
4.70 10/1/07 300,000 129,050
4.00 10/1/08 350,000 115,000
4.00 10/1/09 350,000 101,000
4.00 10/1/10 400,000 86,000
4.00 10/1/11 450,000 69,000
4.00 10/1/12 450,000 31,000
4.00 10/1/13 500,000 32,000
4.00 10/1/14 R50,000 11,000
b} 3900000 $ 900,750
Amount of Interest Date of Principal Interest
Date of Issue Issue Rate Maturity Payments Pavable

Street Improvement Bonds

1/1/99 $ 3,500,000 1.00% 10/1/05  § 150,000 % 91,000
4.00 10/1/06 150,000 85,000
4.00 10/1/07 200,000 78,000
4.00 10/1/08 225,000 69,500
4.00 10/1/09 225,000 60,500
4.00 10/1/10 250,000 51,000
4,00 10/1/11 250,000 41,000
4.00 10/1/12 300,000 30,000
4.00 10/1/13 300,000 18,000
4.00 10/1/14 300,000 6,000

S 2350000 $ 530,000




City of Huntington Woods, Michigan

Notes to Financial Statements, continued
June 30, 2005

Noted - Long-Term Debt, continued

Amount of Interest Date of Principal Interest
Date of Issue Issue Rate Maturity Payments Payable
Street Improvement Bonds
4/1/01 $ 3,500,000 4.125% 10/1/05 $ 125000 % 141,866
4.125 10/1/06 150,000 136,194
4.250 10/1/07 150,000 129,913
4.250 10/1/08 200,000 122,475
4.250 10/1/09 250,000 112,913
4.250 10/1/10 300,000 101,225
4.250 1/1/11 300,000 88,475
4.350 10/1/12 350,000 74,488
4,500 10/1/13 500,000 55,625
4.500 10/1/14 500,000 33,125
4.375 10/1/15 500,000 10,938
S .325000 5 1,007,237
Amount of Interest Date of Principal Interest
Date of Issue Issue Rate Maturity Payments Payable
Ceorge W. Kuhn Drain Bonds 2000-A
4/1/m $ 560,001 2.5% 4/1/2006 $ 23647 S 12,316
2.5 4/1/2007 24,273 11,726
25 4/1/2008 24,743 11,118
2.5 4/1/2009 25,369 10,500
2.5 4/1/2010 25,996 9,866
2.5 4/1/2011 26,779 9,216
2.5 4/1,/2012 27,405 8,546
2.5 4/1/2013 28,031 7,862
2.5 4/1/2014 28,814 7,160
2.5 4/1/2015 29,441 6,440
2.5 4/1/2016 30,224 5,704
2.5 4/1/2017 31,007 4,948
2.5 4/1/2018 31,790 4,174
2.5 4/1/2019 32,573 3,378
2.5 4/1/2020 33,356 2,564
2.5 4/1/2021 34,139 1,730
2.5 4/1/2022 35,076 876
S 492663 8 118,124
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued

June 30, 2005
Noted - Long-Term Debt, continued
Amount of Interest Date of Principal Interest
Date of Issue Issue Rate Maturity Payments Payable

George W. Kuhn Drain Bonds 2000-B

4/1/M $ 205,772 4.7500% 4/1/2006 b 7047 % 9,636
4.7500 4/1/72007 7830 9,302

5.0000 4/1/2008 7,830 3,930

5.0000 4/1,/2009 8,613 8,528

5.0000 4/1/2010 8,613 8,106

5.0000 4/1/2011 9,396 7,670

5.0000 4/1/2012 9,396 7,206

5.0000 4/1/2013 10,179 6,730

5.1000 4/1/2014 10,962 6,228

5.2000 4/1/2015 10,962 5,668

5.2500 4/1/2016 11,745 5,098

5.3000 417207 12,528 4,482

5.3500 4/1/2018 13,311 3,818

5.3750 4/1/2019 13,311 3,106

5.3750 4/1/2020 14,094 2,390

53750 4/1/2021 14,877 1,632

53750 4/1/2022 15,503 834

$ 186,187 & 99,386

Amount of Interest Date of Principal Interest
Date of lssue [ssue Rate Maturity Payments Payable

Gearge W. Kuhn Drain Bonds 2002-C

4/1/02 § 2,574,502 2.5% 4/1/2006 S 10335 § 61,840
25 4/1/2007 105,862 59,258
25 4/1/2008 108,524 56,610
25 4/1/2009 111,186 53,898
25 4/1/2010 114,005 51,118
25 4/1/2011 116,824 48,268
2.5 4/1/2012 119,799 45,348
2.5 4/1/2013 122,774 42,352
25 4/1/2014 125,906 39,284
2.5 4/1/2015 129,038 36,136
2.5 4/1/2016 132,327 32,910
25 4/1/2017 135,615 29,602
2.5 4/1/2018 138,904 26,210
25 4/1/2019 142,349 22,738
2.5 4/1/2020 145,951 19,180
25 4/1/2021 149,553 15,530
2.5 4/1/2022 153,311 11,792
25 4/1/2023 157,226 7,960
25 4/1/2024 161,142 4,028

S 2473652 § 664062
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2005

Note4 - Long-Term Debt, continued

Amount of Interest Date of Principal Interest
Date of Issue Issue Rate Maturity Payments Payable

George W. Kuhn Drain Bonds 2002-D

4/1/02 $ 99,284 2.5% 4/1/2006 $ 3915 % 2,482
2.5 4/1/2007 3,915 2,384

2.5 4/1/2008 4,072 2,280

2.5 4/1/2009 4,228 2,184

25 4/1/2010 4,228 2,078

2.5 4/1/2011 4,385 1,974

25 4/1/2012 4,541 1,864

2.5 4/1/2013 4,541 1,750

25 4/1/2014 4,698 1,636

2.5 4/1/2015 4,855 1,520

2.5 4/1/2016 5011 1,398

2.5 4/1/2017 5,168 1,272

2.5 4/1/2018 5168 1,144

2.5 4/1/2019 5.324 1,014

2.5 4/1/2020 5481 880

25 4/1/20N 5,638 744

25 4/1/2022 5,794 602

2.5 4/1/2023 5,951 458

25 4/1/2024 6,107 310

2.5 4/1/2025 6,264 156

5 29284 3 28136

Amount of Interest Date of Principal Interest
Date of Issue Issue Rate Maturity Payments Pavable

George W, Kuhn Drain Bonds 2002-E

4/1/02 s 309,129 4.10% 4/1/2006 % 10,962 $ 14,654
4.40 4/1/2007 10,962 14,204
4.50 4/1/2008 11,745 13,722
4.50 4/1/2009 11,745 13,194
4.50 4/1/2010 12,528 12,664
4.50 4/1/2011 12,528 12,100
4.60 4/1/2012 13,311 11,538
4.70 4/1/2013 14,094 10,924
4.80 4/1/2014 14,094 10,262
4.90 4/1/2015 14,877 9,586
5.00 4/1/2014 15,660 8,856
5.10 4/1/2017 16,443 8,074
5.10 4/1/2018 17,226 7,236
5.15 4/1/2019 18,009 6,356
5.20 4/1/2020 18,792 5,430
5.20 4/1/2021 19,575 4,452
5.20 4/1/2022 21,141 3,434
5.25 4/1/2023 21,924 2,334
5.25 4/1/2024 22,551 1,182

$ 298,167 S 170,202




City of Huntington Woods, Michigan

Notes to Financial Statements, continued
June 30, 2005

Note5 - Defined Benefit Pension Plan

Plan Description

The City participates in the Michigan Municipal Employees’ Relirement System (MERS), an agenl
multiple-employer defined benefit pension plan that covers virlually all of the full-time employees of the
City. The MERS provides retircment, death and disability benefits to employees that were employed by
the City prior te July 1, 1998. Public Act 220 of 1996 assigns the authority to establish and amend the
benefit provisions of the MERS plan document. The MERS issues a publicly available financial report that
includes financial statements and required supplementary information. Thal report may be obtained by
wriling to the MERS at 7150 Harris Drive, P.O. Box 30171, Lansing, Michigan 48909-7671 or by calling
(989) 322-5103.

Funding Policy

The City is required to conlribute at an acluarial determined rate: the current rate is between 0.00% and
39.63% of covered payroll for individual employec groups. A retirement contribution rate of 5% of payroll
is required by all full time employees and has been negotiated inlo all union employee contracts with the
exception of the Public Safety Officers (PSO) union, which began contribulions on July 1, 2002. The
current contribution rate is 4% for this group and will increase to 5% on July 1, 2005. The rates are
eslablished by the City through collective bargaining and may be changed or amended by the MERS
Board of Trustees.

Annual Pension Cost

For lhe year ended June 30, 2005, the City’s annual pension cost of $476,580 was equal to the required and
actual contribution. The annual required contribution was determined as part of the December 31, 2004
actuarial valuation using the entry age normal actuarial cost method. Significanl actuarial assumptions
used included: (a) an 8.0% investment rate of return, (b) projected salary increases of 4.50%, plus a
percentage based upon an age related scale to reflect merit, longevity and promotional salary increases of
between 0.00% and 4.16%, and (¢) the assumption that benefits will not increase after retirement.

The actuarial value of assets is determined on the basis of a method that calculates expected income at the
valuation rate of return and adds a portion of the difference between Lhe expected investment income and
the actual investment income earned on a market value basis. The difference in inveslment income
between expected return and market return is recognized over a 5-year period at a rate of 20% a year. This
asset valuation method was first adepted for the December 31, 2003 valuation and is applied in the present
valualion period.

-34 -



City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2005

Note5 - Defined Benefit Pension Plan, continued

Five Year Trend Information for MERS

Fiscal Annual Percentage Unfunded
Year Pension of APC Annual
Ended Costs {APC) Contributed Contribution
6/30/01 $ 303,837 100% $ -
6/30/02 309,867 100% -
6/30/03 366,024 100% -
6/30/04 462,108 100% -
6/30/05 476,850 100% -
Schedule of Funding Progress
Actuarial UAAL as a
Accrued Percentage
Liabilities  Unfunded of
Actuarial Actuarial (AAL)} AAL Covered
Valuation Value of Entry (UAAL) Funded Covered Payroll
Date Assets (a) Age (b) {b-a) Ratio (a/b}  Payroll {¢) (b-a)/c)
12-31-00 510,417,826  $13,320,052  $2,902,226 78% 52,216,108 131%
12-31-01 10,893,582 15,446,029 4,552 447 71% 1,916,348 238%
12-31-02 10,662,124 16,352,580 5,790,436 6h% 1,859,163 311%
12-31-03 10,662,961 16,858,593 6,195,632 63% 2,008,652 308%
12-31-04 10,742,562 17,215,359 6,472,997 62% 1,993,108 325%

Note & - Defined Contribution Plan

The City offers a defined contribution plan where the contribution rate for the City is bebween 6% and 8%

of gross payroll.

This contribution rate is eslablished by contraclual agreement and Commission

resolution, and may be changed from lime-to-time. Under lhe terms of the plan the employee may
contribute to the plan on a voluntary basis. The decision to contribute on the part of the employee may
cffect the contribution provided by the City. Plan documentation and regulations have been filed with the
MERS Board of Truslees and the International City Management Association (ICMA) which administers
the plan. The City's annual employer contribution amounted to $93,525 for the fiscal year ended June 30,

2005.



City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2005

Note 7 - Changes in General Fund Reserves and Net Assets/Fund Balance
Balance Balance
_July 1, 2004 Additions Reductions June 30, 2005
Designated
Cable television $ 71,794 - S 71,794 % -
Library gift 14,026 - 14,026 -
Property tax refund reserve 97,262 103,368 91,262 103,368
Total designated 177,082 103,368 177,082 103,368
Undesignated 612,390 146,200 219 441 539 149
Totals $ . 789472 249,568 % 396523 § 642 517
Note § - Capital Planning Fund Reserves
The Capital Planning Fund has reserved fund balances as follows:
Reserved Parks and Recreation b 100,165
Reserved Interstate 696 31,350

The City operates thirteen acres of park land to which no revenues are received. $100,165 has been
reserved for projects relating to the parks and recreation master plan.

Contraclt documents wilh the 5State of Michigan indicate the entire maintenance of the perimeter wall and
berm area of Interstate 696 are the City’s responsibility to maintain, thercfore, the City has reserved

$31,350 for maintenance of this area.
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City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2005

Note9 - Interfund Operating Transfers
Operating Operating
Transfers Transfers
In Qut
General Fund % 133,187 & 1,036,644
Majfor Street Fund - 25,000
Local Street Fund 165,000 -
Capital Planning Fund 146,211 -
Sanitation Fund - 24,752
Recrealion Fund 470,433 -
Capital Projects Fund - 25,000
Water Fund - 106,435
Retirement Benefit Fund 325,000 2,000
Total $ 1239831 $ 1,239,831

Note 10 - Post-Retirement Benefits

The City has an obligation to cover all former full-time retired employees for hospitalization insurance and
pay their premium as long as they collect a pension. The City has historically paid this obligation on a
pay-as-you-go basis. This expense amounted to $295,648 for the fiscal year ended June 30, 2005 and covers
31 retired emplovees. The City has reserved $73,490 in the post-retirement benefits fund as of June 30,
2005.

Note 11 - Contingencies

The City from time-to-time is party to various claims, legal actions, and other complaints arising from its
regular course of business. Typically all such matters are adequately covered under the City's risk
management agreements, or if not so covered are without merit or of such kind, or involve such amounls
that an unfavorable disposition would nol have a material effecl on the financial position of the City. The
City had no cutslanding claims as of June 30, 2005.

Note 12 - Federal Funding

The City received Federal funds through the Qakland County Community Development Block Grant
Program. The Cily of Huntington Woods, Michigan received 56,476 in grant allocations in fiscal year 2004-
2005.



City of Huntington Woods, Michigan
Notes to Financial Statements, continued
June 30, 2005

Note 13 - Risk Management

The City has entered into a joint powers agreement wilh other Michigan units of government for its
general liability, property damage insurance including auto and public officials liability, contractors
equipment and workers' compensation. The City’s maximum deductibles are as follows: properly 5250,
liability $-0-, and property and crime $250. Under the regulations of the state pool there is no yearly stop
loss limit provided. The City does maintain a Loss Reserve Fund Balance in escrow wilh the Michigan
Municipal Risk Management Association of $313,641 as of June 30, 2005. The dissemination of these
dollars rests with the City Commission.

The City accounts for transactions related to these risks in accordance with GASB No. 10, “ Accounting and
Financial Reporling for Risk Financing and Related Insurance lssues”, which states thal a Hability for
claims must be reported if information prior to the issuance of the financial stalements indicates it is
probable thal a liability has been incurred at the date of the financial statements, and the amount of the
loss Lhat can be reasonably estimated.

No scttlements have exceeded insurance coverage during the last three years. The City has made no

significant reductions in insurance coverage during the vear. The City has received no indication that any
significant losses exist at June 30, 2003, and thus no liability has been recorded.

-38 -



Required Supplemental Information




CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL - GENERAL FUND

FOR THE YEAR ENDED JUNE 30, 2005

Variance With
Final Budget

Budgeted Amounts Actual Amounts TPositive
Original Final {Budgetary Basis} (Negative)
Budgetary Fund Balance - July 1, 2004 % 789472 % 78Y.472 5 TE9.472 % -
Resources {(Inflows)
Propurty taxes 3,775,089 3,775,088 3,784,868 977y
Licenses and permits 204,300 284,300 328,879 14,374
Intergovernmental 621,526 621,526 632,392 (19,134
Charges for services 7h,000 75000 79,853 4,883
Fines and ferfeils 192,700 197,200 223,307 26,107
Interest income 80,000 80,000 59,913 (20,0873
Transfers - in 133,157 133,187 133,187 -
Other 150,400 150,406 191,347 40,947
Amounts available for
appropriation 5,232,202 5,316,702 3403,776 87,074
Charges to Appropriations {Outflows}
General government 973,728 1,030,928 1,042,830 (11,502}
Public safef_\_a' 1,592,114 1,592,114 1,598,507 (6,453}
Public works 245425 24h,425 215427 29,993
Librar)-' 417,895 417,895 15,473 9,422
Emplovee bonetits 1,113,690 1,158,690 1,228,790 {70,100)
Transfers - out 1,148,164 1105464 1,056,644 48,820
Total charges to appropriations 3,491,016 5,550,516 5,250,731 {215)
Budgetary Fund Balance - June 30, 2005 5 530,658 5 355,658 & 642,517 5 86,859

See accompanying note to f{inancial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL - SANITATION FUND

FOR THE YEAR ENDED JUNE 30, 2005

Variance With
Final Budget

Budgeted Amounts Actual Amounts Positive
Original Final {(Budgetary Basis) {(Negative}
Budgetary Fund Balance - July 1, 2004 5 120,139 5 120,159 5 12041549 5 -
Resources {Inflows)
Property taxes 481,558 484,058 486,118 2,060
Other 500 300 910 410
Interest income 7,500 7,500 5,763 {1,737
Amounts available for
appropriation 489,058 492,058 492,791 733
Charges to Appropriations (Qutflows)
Administrative 74,167 74,167 70,184 (5,047
Employee benefils 20,330 20,330 22,348 (2.018)
Professional services 374,967 390,967 414,217 (23,250}
Transfers - out 24,752 24,752 24,752 -
Total charges to appropriations 494,216 510,216 540,501 (30,287
Budgetary Fund Balance - June 30, 2005 b 115,501 & 102,001 % 72,449 $ {29,552}

See accompanying note to financial statements
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CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
BUDGET TO ACTUAL - RECREATION FUND

FOR THE YEAR ENDED JUNE 30, 2005

Variance With
Final Budget

Budgeted Amounts Actual Amounts Tositive
Original Final (Budgetary Basis) {Negative)
Budgetary Fund Balance - July 1, 2004 78,643 78643 5 78,643 -
Resources {Inflows)
Proporty taxes 59,237 59,237 60,039 802
State sources 10,000 10,000 - {140,000
Aquatic Club charges 185,000 185,000 185,032 3z
Program fees 728,500 796h,2010 808,819 12,619
Interest income 1,500 1,500 8528 (672)
Transfers - in 513,133 470,433 470,433 -
Amounts available for
appropriation 1,497,370 1,R22,370 1,525,151 2,781
Charges to Appropriations {QOutflows)
Bus 56,702 56,7(12 52,811 3,891
Recreation 430,706 430,706 457,007 (26,301
Programs 842,720 860,720 827,692 33,028
Paol 167,248 174,248 189,009 {14,761)
Total charges lo appropriations 1,497,376 1,522,376 1,526,319 {4,143
Budgetary Fund Balance - June 30, 2005 78,637 78637 5 77275 (1,362}
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City of Huntington Woods, Michigan

Note to Required Supplemental Information
June 30, 2005

Note 1

Compliance and Accountability

Budgetary Information - An annual budget is adopled on a basis consistent wilh the accounting principles
generally accepted in the United States of America (GAAP) as applicable to governmental units, except
thal fund balance appropriations and Lransfers are budgeted as either revenue or expenditures to balance
the budget. All annual appropriations lapse at the end of each fiscal year.

The annual budget is prepared based upon the chart of accounts prescribed by the P.A. 2 of 1968 and as
amended and P.A. 621 of 1978 the Uniform Budgeting and Accounting Act. The City budget, including all
non-agency funds is adopted by the City Commission as required by City Charter and amended
ordinances. The line-item budget is adopted by category and amended as such.

The City Manager and/or Finance Director is authorized to creale new appropriation centers or activities
as necessary and disclose any changes to the City Commission through monthly transmittals. Changes
that will require additional appropriations from fund balance or a change in the overall appropriation as
originally adopted, will require a resolution of the City Commission.

Transfers of any nature [rom the contingency account as sct aside under the original budget adoption must
be brought to the City Commission for approval.

Budgeted amounts of the revenues and expenditures presented in Lhis document are a summarization of
the budgeted amounts as originally adopted or amended by the City Commission. Individual
amendments are not shown, as they were not material in relation to the original appropriations resolved
by the City.

Excess expenditures over those appropriations that were adopled by the City Commission are shown and
detailed in the budgel compliance section (Note 1) of the basic financial statements.

-42 -



Other Supplemental Information




CITY OF HUNTINGTON WOODS, MICHIGAN
COMBINING BALANCE SHEET - NON-MAJOR GOVERNMENTAL FUNDS
JUNE 30, 2005

ASSETS
Monmajor Special Revenue Funds Nonmajor Debt Service Funds Total
Major focal Capital Debt Strect GWK Nonmajor
Street Streel Manning Service [rebt Service Drain Debt Capital Governmental
Funid Fund Fund Fund Fund Fund Projects Funds
Cash and cash equivalents 4 29,251 5 - E - & 35,542 % - b3 23862 % . 5 88,656
[nvestments 168,343 #1,718 215,006 86,373 106,050 187,660 145,247 372497
Accounls receivable 54742 35,004 - 378G 4,515 2,050 - 104,105
'repaid ilems - - 044 - - . - 0,944
latad assels 3 257386 5 116,727 & 222,00 % 105,705 5 110,565 § 213574 & 146,247 % 1,172,202
LIABTLITIES AND FUND BALANCES
Liabilities
Avcounts payable B 2idd % 635 % - S - 5 - S - 5 - % 6,283
Bank overdraft - 57,287 113,133 - 37,550 - 59,814 300,084
Accrued payrall and
willhtholdings 1,220 1913 - - - - 409 3,042
Total liabilities 3,568 A, 835 113,133 - 37,850 - 9,223 305,509
Fund Balances
Reserved for
Special assessment debit 4,500 - 131,515 - - - - 136,015
Lnre<erved
Designaled - - - - - - 56,4124 56,024
Undesignated 249,018 51,892 {22,648) 105,703 72,715 213,572 - 670,254
Tatal tund Talances 263,518 51,542 10K, 867 105,705 72,715 213,572 RIIEAY 62,263
Tatal liabalities and
fund balances b 23736 % 116,727 § 222000 % 10,705 % 11L565 & 213572 % 1960247 5 1172202




CITY OF HUNTINGTON WOODS, MICHIGAN
COMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND
BALANCES - NON-MAJOR GOVERNMENTAL FUNDS

FOR THE YEAR ENDED JUNE 30, 2005

MNonmajor Special Revenue Funds MNonmajor Debt Service Funds Total
Major Local Capilal Debt Street GWK Nonmajor
Street Streel Flanning, Service Debt Serviece Drain Debt Capital Governmental
Fund Fund Fund Fund Fund Fund Projecls Funds
Revenues
Property tases and spedial
assCsETCn S 5 - % - 5 - 5 447412 % 490,627 23010 % - S L1lbE 160
Tnterguvernmental 254,610 104,504 - - - - - 369,414
interest 3,650 B2 3387 3,242 3,076 4,510 1,904 20,771
{Hher 17,930 19,420 51.353 - - 23,789 152,701
Tatal revenues 276,19 125,075 94,940 450,634 443,703 2RE.R20 Lopd 1,701,046
Expenditures
Current
Maintenance 155,775 251,456 - - - - - 407,231
Traffic sarvices 10674 5,077 - - - - - 15,756
Snow and Jee remuval 35,147 23,457 - - - - - 38,40
Administrative 3314 49,058 - - - - 45,29] 127 482
Capital outlay - - 191,501 - - - - 191,9M
Deltt service
Prinvipal - - 87, 30d 250,000 250400 141,879 - T,245
Inlerest and olher
charges - - 5,840 176,950 244 (56 97,157 - 24,0473
[l L'xpL'nd:iturt_‘S 23770 29 265,107 426,950 444 {156 23,076 45,24910) 2AAL 502
Excess of Revenues Over
(Under} Expenditures 41,415 (203,873} (170,167) 23,704 353} 19,444 (43,326} (333,256)
Other Financing Sources
(Uses)
Transfors - in - 163,000 146,211 - - - - 311,211
Transfors - out (25,000} - - - - - {25,000 (50,000
Tolal plher financing
sources (uses) (25,0007 165,000 146,211 - - - (25.000) 261,211
Excess of Revenues Owver
{Under) Expenditures
and Other Financing
Sources (U'ses) 15,415 {38,973) (23,956} 2370 (353) 19,414 {68,326) [72,045)
Fund Balances - July 1, 2004 37,103 90,565 132,523 2,001 73,068 194,128 124,350 934,35
Fund Ralances - June 30, 2005 & 253515 0% SLBY & 108867 & 105705 & 72715 4 213577 & Sg024 5 Hid, 203
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CITY OF HUNTINGTON WOODS, MICHIGAN
COMBINING STATEMENT OF NET ASSETS - INTERNAL SERVICE FUNDS

JUNE 30, 2005

Retirement Health
Equipment Benefits Insurance
Fund Fund Fund Total
Assets
Current Assets
Cash and certificates of deposit i - % 3464 & 35693 % 40,157
Investments - at fair value 546,413 578,192 11 1,124,616
Accounts receivable 10,253 378 - 10,631
Prepaid expenses - 19,963 - 19,963
Due from other funds - 50,000 - 50,000
Total current assets 556,666 652,997 35,704 1,245,367
Property, Plant and Equipment 1,906,252 - - 1,906,252
Liess accumulated depreciation B87,072 - - 887.072
Undepreciated cost 1,019,180 - - 1,019,180
Total assets § 1575846 § 652,997 § 35704 $ 2,264,547
Liabilities
Current Liabilities
Accounts payable % 107,611 % 3007 % - % 110,618
Bank overdraft 191,961 - - 191,981
Nue to employees - 576,369 - h76,369
Accrued liabilities 10,860 131 - 10,991
Current portion of long-lerm debt 13,792 - - 13,792
Tolal current liabilities 324,244 579,507 - 903,751
Noncurrent Liabilities
Long-term deb! 60,961 - - 60,961
Total liabilities 385,205 579,507 - 964,712
Net Assets
Invested in capital assets, nel of related debt 1,019,180 - - 1,019,160
Net Assets
Appropriated 180,000 - - 180,000
Unappropriated {8,539 73,490 35,704 100,655
Tolal net assets 1,190,641 73,490 35,704 1,299,835
Total liabilities and net assels S 1,575846 & 652997 & 35704 S 2,264,547




CITY OF HUNTINGTON WOODS, MICHIGAN
COMBINING STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS -

INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED JUNE 30, 2005

Retirement Health
Equipment Benefits Insurance
Fund Fund Fund Total
Operating Revenues
Charges for services $ 219,188 % - - 219,188
Other 29 - - 24
Total operating revenucs 219,217 - - 219,217
Operating Expenses
Depreciation 92,304 - - 92 304
Other 135,117 295,648 430,765
Total operating expenses 22742 295 648 523,069
Operating loss (8.204) {295,648) - 303,852)
Nonoperating Revenues
Interest on investments 6,911 11,684 706 19,301
Transfers - in - 323,000 - 323,000
Total nonoperating revenues, net 6,911 334,684 706 342,301
Net income (loss) {1,293} 39,036 706 38,449
Net Assets - July 1, 2004 1,191,934 34,454 34,998 1,261,386
Net Assets - June 30, 2005 5 1,190641 & 73,490 35,704 1,299,835

- 46 -



CITY OF HUNTINGTON WOODS, MICHIGAN
COMBINING STATEMENT OF CASH FLOWS - INTERNAL SERVICE FUNDS
FOR THE YEAR ENDED JUNE 30, 2005

Retirement Health
Equipment Benefits Insurance
Fund Fund Fund Total
Cash Flows From Operating Activities:

Receipts from customers 5 219,217 5 - 5 - s 218,217

FPayments to supplicrs for goods and services (2,592} - - {2,592)

Fayments to employees for services {35,436} (362,699) - (398,1353)

Net cash provided from (used in)
operating activities 181,189 (362,6849) - {181,510}
Cash Flows From Noncapital Financing Activities:

Interfund transfers - 323,000 - 323,000
Cash Flows From Capital and Related Financing

Activities:

Acquisition of property, plant and equipment {256,853) - - (256,855}

Proceeds from sali of fixed assets 4,406 - - 4,900}

Proceeds from long-term debt Bi 802 - - 86,962

Payments of long-term debt (12,209 - - (12,209)

Bank overdraft 121,951 - - 191,981

Net cash provided from capital and related
financing activilies 14,774 - - 14,779
Cash Flows From Envesting Activities:

Intlerest reccived 6,911 11,684 7o 13,301
Net Increase {Decrease) in Cash and Cash Equivalents 202,879 (28,015} 706 173,570
Cash and Cash Equivalents - July 1, 2004 343,534 &10,671 34,9498 989,203
Cash and Cash Equivalents - June 30, 2005 ¥ 546,413 & 582,656 5 35704 % 1,164,773
Reconciliation of operating loss ko net cash provided

fram {used in) operating activities:

Operating loss 8 {(8.204) & [293,648) % - $ (303,832}

Depreciation 92,304 - - 92,304

Liss on sale of fixed assets 10,207 - - 10,207

Adjustments to reconcile operating loss to net

cash provided from (used in) operaling
activities:
Increase in accounts receivables (11,253) {50,378) - (60,631}
Inerease in prepaid expenses - {19,963) - (19,4963
Increase (decrease) in accounts payable 56,743 {3,763) - 52,978
lerease in other liabilitios 10,392 7055 - 17447
Total adjuskments Bi, 532 {67,051) - 19,531
Nel cash provided from {used in) operaling
activitics 5 181,189 $ (362699 S - 5 {181,510
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CITY OF HUNTINGTON WOODS, MICHIGAN

STATEMENT OF CHANGES IN NET ASSETS - AGENCY FUND

FOR THE YEAR ENDED JUNE 30, 2005

Assets
Cash and cash equivalenls
Investments
Receivable

Total assets

Liabilities
Accounts payable
Accrued and other liabilitios
Performance deposits

Total liabilitics

Balance
July 1, 2004

Additions

Deductions

Balance
June 30, 2005

799,161
410,000
37,132

712278

86,883
410,000
37,132

1,246,293

712,278

534,005

113,346
462,167
384,045

89,466
187,758
148,319

23,880
274,409
235,726

959,558

425,543

534,015
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CITY OF HUNTINGTON WOODS, MICHIGAN

NET ASSETS BY COMPONENT
LAST THREE FISCAL YEARS
(accrual basis of accounting)

Fiscal Year

Covernmental activilies
Investmenl in capital assets, net of related debt
Restricted

Unrestricted

Totat governmental activities net assels

Business-type activibies

Investment in capital assets, net of related debt
Unrestricted

Total business-type activities net assels

Primary government
Investment in capital assets, net of related debt
Reslricted

Unrestricted

Total primary government net assets

2003 2004 2005
$ 9747600 $ 13355636 § 13,718,189
136,015 136,015 136,015
2,555,351 2,171,361 1,792,529
$ 12438966 $ 15663012 5 15646,733
S 2827001 $ 2,771,663 S 2,510,107
1,469,207 1,446,537 1,641,358
S 4296298 § 4218200 S 4,151,465
S 12574691 $ 16127299  § 16,228,296
136,015 136,015 136,015
4,024,558 3,617,898 3,433,887
S 16735264  § 19881212  § 19,798,198

Additional years have not heen provided due o the reclassification of funds required for

implementation of GASB Staterment No. 34 in fiscal yvear 2003,
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CITY OF HUNTINGTON WOODS, MICHIGAN

CHANGES IN NET ASSETS
LAST THREE FISCAL YEARS
(accrual basis of accounting}

Expenyes

Unwvernmental actanities:

Crmeral government
Pubilic safuty

Tibilie worhs
Tabwary
Manlenande

Lrattic services

S arad ive zezonal
Adnenisicalive
Aquate Ciub
Fucrealin

Trmphoee Lenefils
Troleasional services
Capital ezl

Tnterest oy delit

Turtal provernanembal activibies expenses

il

Hukim'ﬁﬁ-i)'pi' acbivilags:

Waler

Tutal primary geeriment espamises

Irogram Hevenues
Canveramenlal activihes

Charges for semoices

Cperahing wranits ard contrnlbutiens

Capatal grants and conteibutions

Total prvermewental actoities prograns Tevennes

Brasiness-tvpe activilivs:
Chazpes §

MRS

Tadal prireary g ernnwen

Net [Expenses)/Revenue

{averrnmenital activities

Thasiness

e arlivities

T PTUGRAIM TEVENLES

Tulal priznary meveromend ot espumse

General Revenues and Other Changes in Nets Assets

Conn ez armental aclis itives:

Propersy Lases

Pruprierty bax - d
Stale ehared revene
v pstment garnimss
Oither

Translers - inbernal achvities

Ty

Talal governmental aclivizies

Tty achvizies:

Tovesbinenl earnings

Fransfees - interaad activilies

Trital busivess-1ype activines

vetal prmary governrment

Change in Net Assets
Coverrmenlal activilies

Buminess Lo achivilies

Detal primary governmaent

Additonal vears lwve et leen provided due W the reclassifiation ol hmeds oegisiced tor

wipsenenbzon ul GASH SL

Fiscal Year

2003 2HWH 2005
% 264505 % 2135642 $ 2,157 503
1AL AT 1502117 1,508 5R7
350LRAY P 1) 217,263
TG 18,550 JAR A
281565 411,802 417,231
o | 15,750
ShuR7 R RER 554
192,280 172,247 200, i
144003 188 96y L, 00y
1.051.175% [BO-ORE 1,265,100
894,213 114200 1,280,847
AELAIZ 414,117
RIR7RE -
Sa4044
§ 8,472,151 $ BIRTALG S R, B80,374
L, IR7,204 HREER 1,548, 187
s Y AEH AL % HEREERET : 1,
S LAL3,300 $ E 1H27017
o4
#3060
5 L &34,007 $i 20T 5 2ART
1525524 1,500 YR 161127
5 33R2531 ¥ 171 AGE 5 AL THA
5 I (RERHHTH & (i, Bind i
1455 127,158 12522
b 142,274, 5241 4 (i A3 T 4
h JRL 1100 5 029 R % 433035
1,055,715 1,1 3,A67 L.LhE L&D
P36, M5 T TR
DUkLUT2 PRI Y
2178 R, 7RY
297 831 2IMH 5 16,4735
) £,294,27% S £, 10,2657 4 538,190
32604 7.5
(437 M5 RS
(205,147} $201,254) 1749, 557)
& W4 % 3.8739,500 i3 £408800
E (23958 % (R1A521] & (16,27%)
ThAE [N i1, 735}
$ 475150 & (a4l % [A3it14)

Mu A4 i fiscal year 2000,
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CITY OF HUNTINGTON WOODS, MICHIGAN
FUND BALANCES, GOVERNMENTAL FUNDS
LAST THREE FISCAL YEARS

Fiscal Year

2003 2004 2005
General Fund
Unreserved $ 1,041,146 & 789472 % 642,517
All Other Governmental Funds
Reserved 136,015 136,015 136,015
Unreserved, reported in
Special revenue funds 363,450 523,578 427 986
Capital projects funds 348,296 124,350 56,024
Debt service funds 283,034 349,197 391,592
Total other governmental funds 1,331,395 1,133,140 1,012,017
Tutal Governmental Funds $ 2,372,541 $ 1922612 5 1,654,534

Additional years have not been provided due to the reclassification of funds required for
implementation of GASB Statement Ko, 34 in fiscal year 2003,
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CITY OF HUNTINGTON WOODS, MICHIGAN

CHANGES IN FUND BALANCES, GOVERNMENTAL FUNDS

LAST THREE FISCAL YEARS

Revenues
Property taxes and special assessments
Licenses and permits
Intergovernmental
Charges for services
Aquatic Club charges
FProgram fees
Fines and furfeits
Investment income
Other

Total revenues

Expenditures
General governmaent
Public safety
I"ublic works
Library
Maintenance
Traffic services
Snovw and ice removal
Administrative
Aguatic Club
Recreation
Cmplover benefits
Professional services
Capital outlay
Debt service
Principal
interost

Tolal expenditures

Excess of revenues over (under) expendilures

Other Financing Scurces {Uses)
Transfers - in
Transfers - out

Total other {inancing sources (uses)

Net changes in fund balances

Debt service as a percentage of noncapilal expenditures

Additional years have not been provided due to the reclassification of funds required for
implementation of GASB Staterment No. 34 in fiscal vear 2003.

Fiscal Year

2003 2004 2003

$ 3,043,298 $ 5,145,473 R A998
170,284 223,242 328,879
1,027,742 997 471 9G1 80
72,660 70,708 79,883
173,394 171,600 185,032
722,088 ROD,147 i, E19
147,881 162,664 223,307
184,811 18,370 87,275
202,130 253,418 344,958
7,644,338 7,843,093 8,519,144
463,871 961,281 1,042,830
1,481,645 1,498,337 1,598,567
350,869 227,553 215,427
377000 356,40) 408,473
281,365 411,802 407,231
9649 20,971 15,736
56,1057 54 58h 58,644
192,286 172,247 206,666
144,003 158,969 189,009
1,091,175 1,294,302 1,337,510
894,233 1,139,146 1,251,138
382,412 396,731 414,247
1,400,032 346,791 141,901
478,188 63,535 709,245
516,754 523,336 524,043
8,619,739 8,253,076 8,570,657
{975,401} (409,983) {51,513)
1,095,309 1,025,036 914,831
{1,031,658) {1,064,967) (1,131,396}
63,65 {39,946 (216,565}
5 (911,750) 5 (449,929) (268,078)
0.26%: 5.854% 5749
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CITY OF HUNTINGTON WOODS, MICHIGAN

TAX REVENUES BY SOURCE
GOVERNMENTAL FUNDS
LAST TEN FISCAL YEARS
(accrual basis of accounting)

Year General Property Sales
Ended Property Tax and
June 301h; Taxes Debt Service Use Tax Total
1996 $ 3,155,476 $ 47,416 $ 663,160 4,226,052
1997 3,200,778 389,574 667,535 4,257,887
1998 3,294,556 358,929 715,960 4,373,445
1999 3,858,803 341,658 751,689 4,952,150
2000 3,631,183 587,437 765,237 4,983,857
2001 3,711,504 814,332 767,143 5,292,979
2002 3,848,658 1,001,163 751,606 5,601,427
2003 4,052,110 1,055,705 656,395 5,764,210
2004 4,024,806 1,120,667 607,762 5,753,235
2005 4,331,025 1,168,160 591,245 6,090,430
Change
1996-2005 374% 187% -11% 44%
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CITY OF HUNTINGTON WOODS, MICHIGAN

PROPERTY TAX LEVIES AND COLLECTIONS

LAST TEN FISCAL YEARS

Total
Delinquent Collections
Fiscal Current Percent Personal Total as Percent
Year Ended Total Tax Tax of Levy Property Tax Tax of Current

June 30th: Levy Collections Collected Collections Cotlections Levy
1996 $ 3,562,892 $ 3.540,061 99.36% % 22,831 $ 3,562,892 100.00%
1997 3,590,352 3,582,750 99.79% 7,602 3,590,352 100.00F%
1998 3,653,485 3,644,786 99.90% 3,699 3,653,485 100.00%
1999 4,200,461 4,196,797 99.91% 3,664 4,200,461 100.00%
2000 4,218,620 4,204,773 99.67% 13,847 4,218,620 100.00%
2001 4,525,836 4,517,277 99.81% 8,559 4,525,836 100.00%
2002 4,849,821 4,816,407 99.31% 33,414 4,849,821 100.00%
2003 5,107,815 5,099,478 99.84% 8,337 5,107,815 100.00%
2004 5,145,473 5,140,764 99.91% 4,709 5,145,473 100.00%
2008 5,499,185 5,493,401 99 .89%, 5,784 5,499,185 100.00%

Source: City of Huntington Woods Assessor
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CITY OF HUNTINGTON WOODS, MICHIGAN

TAX INFORMATION
Taxes Due: July Tst
Payable: City, one third (1/3) of county taxes and fifty percent (504%) of school taxes are due and

payable July Ist at the office of the City Treasurer. (The remaining (wo-thirds of County
taxes and the remaining fifty percent (50%) of school taxes are due and payable
December 1st).

Penalties and Interest

for Delinquency: All City taxes paid on or before the 10th day of August shall be collecled without
additional charge. There shall be added to all taxes paid afler the 10th day of
August, one percent for cach and every month that the amounl remains unpaid;
provided however, thal if one-half of the City taxes are paid on or before the 10th
day of August, the remaining one-half of the tax is due on or before Lhe 31st day
of October without additional charge, but should the latter one-half not be paid
before the 31st day of October, then the laxes shall be subject to the charge of one
percent per month from August 10th. County taxes are (o be paid on or before the
14th day of February without additional charge. All Counly taxes paid after the
14th day of February shall be subject to a penalty of three percent. Commencing
March Ist, taxes on real properly are collected through the County Treasurer of
Qakland Counly, who adds and retains a collection fee or four percent and in addition
adds interest at the rate of one percent per month to the date of payment.

Lien on Property: Unpaid taxes, together with ali charges thereon, become a continuing lien on the
property assessed. The General Tax Law provides for disposition at public sale of
real eslate delinquent for taxes as follows:

Delinquent Tax

Date of Sale Property to be Sold
July 2004 Year 2001
July 2005 Year 2002
State Land Sale: The General Property Tax Act, Public Act 200 of 1893, as amended, requires the

County Treasurer to foreclose on real property for failure to pay delinquenl property
taxes. Onec March 1st, tollowing the year taxes went delinquent a $175.00 fee and a
$18.00 recording fee will be added to the parcel. The interest rate on the unpaid
balance increases to 1.5% per month retroactive to the previous March 1st. In
February, properties that are delinquent for two yvears will be taken to the Circuit
Court for foreclosure. Property owners have 21 days from the foreclosure judgment
date to redeem the property by paying all taxes, penallies, interest and fees. After 21
davs the Stale is granled first right of refusal to purchase properly at the greater of
minimum bid or fair market value. The City has second right of refusal to purchase
property for a public purpose at the minimum bid price. The County may purchase
property at the minimum bid price following the local unit decision not to purchasc.
Properties that are not purchased will be available for land sale. The land salc will
be a live auction. Parcels will be sold as-is at time of auction. Minimum opening bid
will be the sum of all delinquent taxes, including all interests, penalties, fees and
expenses.
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CITY OF HUNTINGTON WOODS, MICHIGAN
RATIO OF GENERAL BONDED DEBT OUTSTANDING

LAST TEN FISCAL YEARS
Less Percentage of
Available Estimated
Fiscal General Debt Actual Value Net Bonded
Year Ended  Obligation Service of Taxable Debt per
June 30th: Bands Funds Total Property Capita

1996 5 1065101 8 54,769 5 1,010,332 0.27% 157
1997 738,825 72,778 666,047 0.17% 104
1998 372,550 37,183 335,367 0.07% 52
1999 8,436,275 31132 8,405,143 1.69% 1,309
2000 8,415,000 104,790 8,310,210 1.53% 1,351
2001 11,500,000 170,037 11,329,963 1.91% 1,842
2002 11,050,000 210,849 10,839,151 1.65%, 1,762
2003 10,600,000 283,034 10,316,366 1.43% 1,677
2004 10,073,000 349,197 9,725,803 1.29% 1,581
2005 9,575,000 391,992 9,183,008 1.16% 1493

General Obligation Bonds in this table represent only those bonds serviced from property tax revenues.
Source: Cily of Hunlington Woods Assessor (estimated actual values)
Source: U.5. Census Department (population}). See demographic and economic statistics schedule for details.

~60 -



I.—..cl

1g2p uonedigo rrau=d juasiudas Juo sadueleq asoqe sy

LPEBLIT & 1921 Suiddepraagy pue 1aag) (2101
852F4 %6F0 DO0SALLE aaqon Aoy puep{eQ
820°05 U0 000°022°01 PUISKC] (004G 1RTPIUTIAII]
THE'GLE %6F 0 £90'620° 26 Aunon)
2912l %H0°0 000POF0E JLSIC| [00DG RO [eioy
6OLR0E' 11 VRETLE 000'S5€°9¢ PLLSIC) (0O AO]pIog
S[OOYIG DN [
192 Budderraa(y
BOOEELS $ w001 BO0'ERLE  §  TOEIBE S 000656 § spuog uogeSgQ) (229U
199 R

spoogy uFunungz jo L1

193] A1y 0] Suipuesing pue ue  Juipusing yun
JO areyq apqestddy 193] 19N SIDUERY spuog 1BJUUIUIIAGE)
5,A1D a3vjuaniag Jo aweN

$002Z ‘0€ ANNI[
199d SALLIALLDYV TVINTIANITIAOD ONIIIVTIIAO ANV LOTYIA
NVOIHDIN ‘SAOOM NOLODNILNNH 410 ALID



IN@I

anfea pazienba ajeys Jo 20 03 1gaP wOLRESYGO [P1OUudB £)1D JO UNOWE 3] SHTUL] Me| RIS

T9AFBIOOT & A[QE[IEAE JUNOWE $S3 WP 192 (€8]
FOFOR0EL $ uoepL | 8] 123[gNg 1G] vonedig) [eoud) 12N
R PUIL| 9314135 1g3(] Ul 3[qR[IRAY JUNOUIY (6637

ILE'RLFEL T 01 apqeaddy 1gacg 30 unoury

096 FUL6E S (enjep pozifenbg aje1g Jo %01) MWK 3G9 [e8AT
T0Y'6P0L6E B uonjenjep pazijenby ayeig

G007 Teax [BIS1] I0] uonje[ndje]y ursiey] 1qag] (e

€00 T4 [RISH UT $¢ "ON] JUWI RIS 4SO Jo uonejuswajdwt zof paambat spuny Jo uopnes(jsse;do1 2y 0] anp papiraoid uaag jou aaey siead JRUCHIPPY

%962¢ °%HE6'GE %L9'6E 1wy 199p ) Jo a3euaniad e se
i g o spqeoydde jgap 1au fe3o ).

961'819°9T & ISITECFC  § 906'841T ¢ wifiey 199 (e8|

FOFIR0'CT 9T8TEEE] £08°TTEF] ) ayy oy sgeaydde 1gop 1au B30 L

096'FOL'6E  §  LL6'GER4E S €I4TOTYE $ ) 3d
S00Z 00T £002

SAVIA TVOSId JIIHLE LSV
NIDUYVIA L4dd TVOIT 10 NOLLVLOIJWOOD

NVOIHDIA ‘SAOOM NOIONLLNNH 10 ALID



CITY OF HUNTINGTON WOODS, MICHIGAN
DEMOGRAPHIC STATISTICS

LAST TEN FISCAL YEARS
Personal Per Capita  K-12 School  Unemployment
Year Population Income Income Enrollment Rate

1996 6,419 $ 166,527,500 s 37504 1,860 NA
1897 6,419 166,527,500 37,504 1,860 1.1%
1998 6,419 166,527,500 37,504 1,860 1.04%
1999 6,419 166,527,500 37,504 1,860 1.0%
2000 6,151 278,418,864 45,204 1,631 0.8%
2001 6,151 278,418,864 45,264 1,631 1.5%
2002 6,151 278,418,864 45,264 1,631 1.8%
2003 6,151 278,418,864 45,264 1,631 2.0%
2004 6,151 278,418,864 45,264 1,631 2.0%
2005 6,151 278,418,864 45,264 1,631 2.0%

Source: U5 Census Department (population}

Source:  U.S. Department of Labor (per capita income and unemployment rates)

Source:  Southeast Michigan Council of Governmenls {personal income)
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CITY OF HUNTINGTON WOODS, MICHIGAN

COMMENTS AND RECOMMENDATIONS
MEMORANDUM

JUNE 30, 2005



§

DOEREN MAYHEW

Certified Public Accountants and Consultants

October 31, 2005

Honorable Mayor and Members

of the City Commission
City of Huntington Woods, Michigan
Huntington Woods, Michigan 48070

We have recently completed an audit of the financial statements of the City of Huntington Woods,
Michigan for the year ended June 30, 2005. Our audit was made primarily for the purpose of
expressing our opinion on these statements and, accordingly, did not encompass a detailed review
of systems, procedures and internal controls.

We would like to compliment the finance department for the excellent job that they have done this
past year. We completed the audit with a minimum of adjustments and enjoyed working again
with your highly professional staff. However, during our audit, we observed certain areas where
we believe improvements can be effected, and we offer the enclosed comments and
recommendations memorandum for your review.

The accompanying memorandum is not based upon a complete survey of all phases of operating
and executive controls; it does, however, direct attention to certain areas which we believe to be
especially worthy of the City Commission’s consideration. We appreciate that the ultimate
objective of the City Commission is to achieve maximum control at a minimum cost. We believe
that consideration of the recommendations enumerated in this memorandum are compatible with
that objective.

After you have reviewed our recommendations, we will be pleased to discuss the contents with
you and to assist in the implementation or correction of any items set forth herein.

Voo Al

DOEREN MAYHEW

-1-

2300 Top of Trov 755 West Big Beaver Road oy, Michigan 4084-0231 Phone 2482403000 Fax 24824403090 www.docren.com

A Prodessional Corporation
Internationally Moore Stephens Doceren Mavhew
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CURRENT YEAR RECOMMENDATIONS

FRAUD POLICIES AND PROCEDURES

The risk of fraud occurring within the City can be reduced by implementing a formal fraud
policy. This policy should communicate to all employees the City’s views on risks that the
City faces due to fraud, the effect of the code of conduct, the employees responsibility to
report fraud, the City’s responsibility to investigate and the disciplinary actions that will be
taken.

During our audit, we noted that the City follows the ethics guidelines of the International
City Management Association (ICMA) and follows the Standards of Conduct for Officials and
Employees of Cities Utilizing Federal Funds. It is important to impose these guidelines and
Standards of Conduct to all employees within the City in order to mitigate the likelihood of
fraud.

Recommendation

We recommend that the City Commission and Management continue to take an active role in
creating and monitoring ethics, conflict of interest and other compliance policies and
communicate the requirements of the policies to all current and new staff. We further
suggest that each employee sign a waiver that they were informed of and understand the
policies.

Along with the policies, the City needs to develop a way for employees to report fraud.
Internal reporting channels, such as managers” and directors” open-door policies and through
surveys, have been found to be effective. Hotline services have been found to perform better
for anonymous tips and certain other types of suspected misconduct such as sexual
harassment.

USE OF AUTHORIZED DEALERS AND INVESTMENT BROKERS

During our audit we noticed that the City had a small money market account (compliant with
P.A. 20 of 1943 as amended) established with a Commercial Bank which was not included on
the current listing of dealers and investment brokers covered by the City Investment Policy.
This chartered national bank, however has done business with the City and currently holds
an installment purchase agreement loan for the City under P.A. 99 of 1933.

Recommendation

We recommend that prior to investing any funds, Management ensures that the dealer or
broker is properly approved by the City Commission in order to better administer what
investment decisions in the City is involved with.



CURRENT YEAR RECOMMENDATIONS - Continued

III. DELINQUENT TAXES

The City of Huntington Woods currently has an agreement in place with Oakland County
under the County’s revolving fund program to collect delinquent real and personal property
taxes. Personal property taxes, however are paid to the City when collected and are excepted
from the revolving fund payment made to the City every May. The City has traditionally
recorded these as a receivable, due to their relatively small amount. Technically, amounts not
received within 60 days need to be recorded as deferred revenue as per GASB 33.

Recommendation

We recommend that the City review its accounts receivable balances at year-end to ensure
that receivable balances not be collectable within 60 days be reclassified as a deferred
revenue.



